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Dear Stockholders,

In 2012, we executed a strategy to deliver shareholder value by

implementing incentives and innovations designed to build
distribution and drive long-term earnings growth, while actively
managing our capital. This pivotal year demonstrated our ability to
maintain financial momentum while reigniting growth in the size

of the sales force.



{ INUS. IN IN-FORCE TERM PREMIUM IN 2011

2012 DISTRIBUTION During the year, we modified our life
Aﬁﬁ@ﬁ?ifﬁ %ENTS: insurance compensation system to
In the ﬁf%{{imfiwt made signif place more emphasis on developing
tad il&iﬁlﬁﬂt& o our meéssaging new leaders and building distribu-
otive ? g;}g@ for our tion, and less emphasis on short-term

premium hurdles, These initiatives

lite insurance

I midyear, providing an ef-

: O 2012 Trivestment and Savings
o Q?‘,m“‘fg Syster Products (ISP) sales were the highest
f‘;%j aew fmmts » f?'?iﬂfy‘ j\% also they had been since 2007, The

o ;é?‘g ;i?%*gsigg m o enhancements we made to our ISP
helping ngw;epzeseﬂtaﬁves ' hrough business during the year positioned
the licensing provess.

Savings Products Term Life Operating
rating Income Net Premiums 2010 - 2012
(i millions)
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REPURCHASED 2 5% OF PRIMERICA'S COMMON STOCK OUTSTANDING SINCE THE IPO

us to capitalize on the changing tide

in investor confidence. In 2012, we
continued the implementation of a
new managed account product and ex-
panded our product offerings with the
addition of fixed indexed annuities.
Our first year of fixed indexed annuity
product sales topped $395 million,
reflecting the popularity of the product
with conservative clients interested in

capital preservation.

Managed account client assets signifi-
cantly increased to $582 million at the
end of 2012 from $154 million at the
end of 2011, As we move into 2013,
wewill continue to build on this new
product success as well as expand our
annuity product offerings, including

a new private label fixed indexed annu-

ity product underwritten by Lincoln

Financial.

2012 CAPITAL
ACCOMPLISHMENTS

During the year, we successfully
executed a $375 million inaugural
debt offering, raising our corporate
debt by $75 million with only a slight
increase in interest expense and leaving
our debt-to-capital ratio relatively

low at 22.7% at the end of 2012, We
also completed a redundant reserve
tinancing transaction in the first half
of the year. With the capital made
available from this transaction, we
repurchased 5.7 million shares. For
the full year, we repurchased a total of
9.5 million shares for $257.3 million,

retiring 15% of Primerica’s outstand-

2012 PRI Stock Price Performance vs, S&P 500°
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* Percent change in stock price compared to 12/30/201

ing common stock in 2012. Since our
PO in April 0f 2010, we have retired
approximately 25% of our common

stock outstanding.

In 2013, we will work to enhance
shareholder value by pursuing
opportunities for future business
growth and executing capital
redeployment facilitated by an
ordinary dividend from Primerica
Life Insurance Company. Our life
company’s statutory Risk Based
Capital (RBC) ratio was approximately
600% at the end of 2012, positioning
us well to fund future business.
Extracting an ordinary dividend from
the life company in 2013 will help us
move toward our longer-term RBC
objective of 300-350%.

2012 Operating Revenue by Segment

Corporate
& Other
Distributed
#Products
10%

Operating Revenue = $1.18 billion



XCLUSIWE LIFE INSURANCE REPRESENTATIVES IN THE U.S. AND CANADA

Duting 2012, sharcholder rerurn was
enthanced by a 200% increase in our
quartetly szetkhdd@r dividend 10 9
cents per share, up from 3 cents pet
share a year ago and increasing the

ield o 1.2%; Primerica

500 performance in 2012 Wid} 2
total sharcholder et of 30.2%,

including dividends.

2012 PERFORMANCE
results were marked by
solid core performance across business
segments. Term Life net premium
revenue ,;;iaréasa iﬁérgased 18% and
/ were up 10%, driving a 12%
fase i net operating incomie to
4.5 million compared with 2011,
Our recurring life insurance revenues
and positve ISP performance coupled

ith active capital management

Stceraly,

resulted in a 32% increase in diluted
operating EPS year-over-yeat. Net
operating income teturn on adjusted
stockholders equity (ROAE) also
expanded to14.0% for the fourth
quarter of 2012, up from 11.2% in
the priotr year period. Qur capital
structure remained solid during the
y@ax' as our adjusted LScmk. value per
shate increased 9% to $20.60 from
$18.98 ar the end of 2011.

LOOKING AHEAD

We are confident in the strength of
our business ard ot ahilivy 10 execure
a strategy that positions Primerica for
future success. We are proud of our

sales force leaders’ accomplishments

and their unwavering commitment
to serving the financial needs of Main
Street farnilies. As the largest inde-
pendent financial services marketing

JohnAddison
Chalrmariol Prirmerica Distribution-and
Co-Chiel Exacutive Officer

organization in North America, we are
ﬁﬁiqaeiy positioned 1o profitably sell
high volumes of term life insurance
and third-party, fee-based products

to the vast and underserved middle
income matket. Our strong balance
sheet and solid business fundamentals
coupled with prudent capital manage-
ment underscote the stength of our
franchise. We remain committed to
building Primetica for the future and
feel good about the opportunities be-
fore us as we work to deliver o no-tetin

sharé;@l&@f{v*éiu@.







orica has a very unique

ution ﬁaﬁizigii nd value
/fé};;;/‘Whﬁétﬁd%{ti@z
Anancial services companies foeus
on more affluent customers using
cost éxsm};& ton systems that
' s, we take a very
pproach. Our exclusive
92,400 lite Insurance licensed
 representatives and 22,000 s
licensed representatives sit with

nily at the kirchen mble and

been with us over 10 yea

o-fold. First, the majority of sales
foree expense is variable with sales,
since repr te independent
contractors and responsible for their
expenses, Fulltime reprosentasives
1in, mentor and supervise part-
time fepresentatives, allowing
profitable sales of approximarely $70
per mouth term life policies and
$5,000 inidal invesoment i retail
have aveteran
’ 5@1*3,}:1 uding
\lm"vc;: :
and 7,000
representatives who have been with us

over 20 vears.




MORE THAN }o% OF PRIMERICA'S LIFE INSURANCE APPLICATIONS ARE SUBMITTED ELECTRONICALLY

Your Financial House

0 sventof

Sas whatipact additio . utaf delstag sonnias
Lol hive: o your fioanciat piograim: ‘ponsiois - 6iié Bien 64 Yrme!

O Sivings \ SRoing e Setivgnvent
PR now for yeur ehilgran's filure iosdh 5Uh W rich Yol iy
aducalisa apenses and ulhar i fiand to ave for raltibinant
ol Se drisam

1
ilagion &

! NNov a‘t ave mation Bureau and motor vehicle
Sales Tools records as part of Primerica’s un-
) JOH

s derwriting process. Results of these
Primerica’s needs-based sales process
o i X searches are reported to our under-
is driven by innovative technology. o . S
: ) writing system in real time in order to
Representatives educate clients across o
. ) S make a decision abourwhether or not
the kitchen table with a realistic S : i
: e to rapidly issue the policy. Clients can
snapshot of their financial picture by i - T
i L : gain immediate sécure access to their
generating a Financial Needs Analysis i rmaE .
L . ! life policy within minutes of their
(FNA) in real time. Our cutting-edge o ) i
: o TermNow policy being issued. Our
i ‘ TermNow life insurance product : S
e S Web-based sales tools provide clients
o ~ allows us to take an online application : 2 :
: e S with valuable information and save
and, with the dlient’s permission, : L
. . X time by eliminating redundant data
accesses multiple databases, including .
. o entry and reducing ertors.
prescription drug, Medical Infor-
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MORE THAN ?

“Buy Term & Invest
the Difference”

Our unique distribution model
enables us to help middle income
families “Buy Term & Invest the
Difference” by selling term insurance
and investment and savings products
to the underserved middle-income

market. Qur main product lines are

term life insurance underwritten by

Primerica and investments and saving
products manufactured by third
parties. By focusing on the fundamen-
tal financial needs of middleincome
families, we have achieved great scale
with over $670 billion of face amount
of life insurance in force, We focus on
generating distribution profits, and
while our balance sheet may look like

/% OF OUR CLIENT ASSET VALUES ARE IN QUALIFIED RETIREMENT PLANS

Client Asset Values
2010 - 2012
(in billions)
$37.39

$34.87  $33.66 .

2010 201 2012
sy Asset Values End of Period

# Fiscal Year Sales

that of an insurance company, we
write profitable term life insurance
that requires low investment leverage.
We also lock in-approximately 90%
of the moreality risk with the exten-
sive use of mortality reinsurance to
allow more pricing certainty, making
Term Life income look more like

distribution profits.
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YEAR IN A ROW RECEIVING DALBAR'S MUTUAL FUND SERVICE AWARD

We offer elients a broad selection of
ifvestment aﬂé savings p{educ}:s through
ot mmxf:rsmps with companies like
Invesco; Legg Mas@n, American Funds,
MetLife, and Lincoln Financial, Our
il fiindfﬁffef%igs include 148

Morningstar four- and five-star rated
mutual funds. Our ISP segment generates
substantial fee-income with low capital
tequirements providing distriburable,

free cash flow. ISP represented 35% of

Primeticas toral operating revenue in 2012,
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“‘%’ BY AM. BEST

Unparalleled Invested Asset Portiolio
?‘”g‘}% - i%gi gi§§ﬁ§;§ %«} Y% of Fixed lsﬁwcame P,o/riﬁ/ . G
Primierica has a very strong balat /
sheet and 4 conservative portfolio
uﬁﬁpéséi of high quality invested
assers. Minety-eighe percent of our
portfolia is fixed income secutities

i average tating of A, We

ibility matching

exposure than many other insurance
companies largely due to positive cash g
; - Below fnvestmen
fow from our term life insurance 53%
premiums. Underwriting only term . i
‘ Invested Asset Portiolio Key Atiributes E - December 31, 2012
/ gog Fixed Income / Other Mix . - 9B% /2%
OUF exposuTe o Jow Interest rates, Eixed Income AverageBaokYield . 534
Primerica Life Insurance Company Average Rating - .
PLIC s well pnsi{i{m@d for future Investment Grade 7 BIG Mix ' s o5 /5%

life insurance significantly reduces

etowth with 2 Risk Based Capital
Ratio of approximately 600% at the
end of 2012, During 2012, Standare
& Poors, |

Comipin

ratings of Primerica, Inc. (PRD and

Pritnerica Life Tnsurance Company.
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SENIOR ?«?!\NME MENT TEAM AVERAGES

YEARS OF PRIMERICA EXPERIENCE

ior management team have an average of 27 years Qf expeticiice at i’ﬂmmca, Lea{img hwm the front

focus on Primericas long-term success, these stewards of the business continue to focus on the company’s

EXECUTIVE QFFICERS

ﬁy G, Wiliams, B Schneider, D. R Willlams, M: Adams, J. Addison, J. Fendler, f:, Britt, G. Pitts, A Rand

dokin A Addisan; Jn
Chaitman of Primerica
i uiion and Co-CEOand

Director Primerica, Inc

Chess Britt
Reut sident and

Jeltrey § Fendler
President of Primerica Life
Insurance Company

Witliam A Kelly
President of PES
Investments nce

Gregory C. Pitts

Executive Vice President and
Chief Operating Officer,
Primerica, Inc.

Alison 5. Rand

Executive Vice President and
Chief Financial-Officer,
Primerica, Inc

Peter W. Schneider

Executive Vice President, General
Counsel, Corporate Secretary and
Chief Administrative Officer,
Primerica, nc.

D. Richard Williams
Chairman of the Board
and Co-CEQ, Primerica, Inc

Glenn' J. Williarms
President; Primerica; Inc.
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CAUTIONARY STATEMENT CONCERNING

FORWARD-LOOKING STATEMENTS

Investors are cautioned that certain statements
contained in this report as well as some
statements in periodic press releases and some
oral statements made by our officials during our
presentations are “forward-looking” statements.
Forward-looking statements include, without
limitation, any statement that may project,
indicate or imply future results, events,
performance or achievements, and may contain

"o " n " on

the words “expect,” “intend”, "plan”, “anticipate”,
"estimate”, "believe”, “will be”, “will continue”, "will
likely result”, and similar expressions, or future
conditional verbs such as “may”, “will", “should”,
"would”, and “could.” In addition, any statement
concerning future financial performance
(including future revenues, earnings or growth
rates), ongoing business strategies or prospects,
and possible actions taken by us or our
subsidiaries are also forward-looking statements.
These forward-looking statements involve
external risks and uncertainties, including, but not
limited to, those described under the section

entitled “Risk Factors” included herein.

Forward-looking statements are based on
current expectations and projections about
future events and are inherently subject to a
variety of risks and uncertainties, many of which
are beyond the control of our management
team. All forward-looking statements in this
report and subsequent written and oral forward-
looking statements attributable to us, or to
persons acting on our behalf, are expressly
qualified in their entirety by these risks and
uncertainties. These risks and uncertainties
include, among others:

» our failure to continue to attract and license
new recruits, retain sales representatives, or
license or maintain the licensing of our sales
representatives;

- changes to the independent contractor
status of our sales representatives;

« our or our sales representatives’ violation of,
or non-compliance, with laws and
regulations;

our or our sales representatives’ failure to
protect the confidentiality of client
information;

differences between our actual experience
and our expectations regarding mortality,
persistency, expenses and investment yields
as reflected in the pricing for our insurance
policies;

the occurrence of a catastrophic event that
causes a large number of premature deaths
of our insureds;

changes in federal and state legislation and
regulation, including other legislation or
regulation that affects our insurance and
investment product businesses;

our failure to meet risk-based capital
standards or other minimum capital or
surplus requirements;

a downgrade or potential downgrade in our
insurance subsidiaries’ financial strength
ratings or in the investment grade credit
ratings for our senior unsecured debt;

the effects of credit deterioration and
interest rate fluctuations on our invested
asset portfolio;

incorrectly valuing our investments;

inadequate or unaffordable reinsurance or
the failure of our reinsurers to perform their
obligations;

the failure of, or legal challenges to, the
support tools we provide to our sales force;

heightened standards of conduct or more
stringent licensing requirements for our
sales representatives;

inadequate policies and procedures
regarding suitability review of client
transactions;

the inability of our subsidiaries to pay
dividends or make distributions;

Primerica 2012 Annual Report 1



. our ability to generate a
sufficient amount of working capita!

« our non-compliance with the covenants of
our senior unsecured debt;

« legal and regulatory investigations and
actions concerning us or our sales
representatives;

« the loss of key personnel;

» thefailure of ourinformation technology
systems, breach of our information security
or failure of our business continuity plarn;
and

« fluctuations in Canadian currency exchange
rates.

Freedom Lives Here™

_ Develop in an)}bf these areas could cause
actual results to differ materially from those

anticipated or projected or cause a significant
reduction in the market price of our common
stock.

The foregoing list-of-risks and uncertainties may
not contain all of the risks and uncertainties that
could affect us. In addition; in light of these risks
and uncertainties, the matters referred to in the
forward-looking statements contained in this
report may not in factoccur. Accordingly, undue
reliance should not be placed onthese
statements. We undertake no obligation 1o
publicly update or revise any forward-looking
statements as a result-of new information, future
events or otherwise, except as otherwise
required by law.



PARTI

Item 1. Business.

noa "oH

Primerica, Inc. (“Primerica”, “we"; "us” or the
“Parent Company”) is a leading distributor of
financial products to middle income households
in the United States and Canada with
approximately 92,400 licensed sales
representatives at December 31, 2012. We assist
our clients in meeting their needs for term life
insurance, which we underwrite, and mutual
funds, annuities and other financial products,
which we distribute primarily on behalf of third
parties. We insured more than 4.3 million lives
and approximately 1.9 million clients maintained
investment accounts with us at December 31,
2012. Our distribution model uniquely positions
us to reach underserved middle income
consumers in a cost effective manner and has
proven itself in both favorable and challenging
economic environments.

Our mission is to serve middle income families
by helping them make informed financial
decisions and providing them with a strategy
and means to gain financial independence. Our
distribution model is designed to:

« - Address our clients' financial needs. = Our
sales representatives use our proprietary
financial needs analysis tool ("FNA") and an
educational approach to demonstrate how
our products can assist clients to provide
financial protection for their families, save
for their retirement and other needs, and
manage their debt. Typically, our clients are
the friends, family members and personal
acquaintances of our sales representatives.
Meetings are generally held in informal,
face-to-face settings, usually in the clients’
homes.

*  Provide a business opportunity. We provide
an entrepreneurial business opportunity for
individuals to distribute our financial
products. Low entry costs and the ability to
begin part-time-allow our sales
representatives to supplement their income
by starting their own independent
businesses without incurring significant
start-up costs or leaving their current jobs.

Qur unigue compensation structure,
technology, training and back-office
processing are designed to enable our sales
representatives to successfully grow their

independent businesses.

Corporate Structure

We conduct our core business activities in the
United States through three principal entities, all
of which are direct or indirect wholly owned
subsidiaries of the Parent Company:

o Primerica Financial Services, Inc. ("PFS"), our
general agency and marketing company;

«  Primerica Life Insurance Company
(“Primerica Life"), our principal life insurance
underwriting company; and

«  PFSInvestments Inc. ("PFS Investments”),
our investment and savings products
company, broker-dealer and registered
investment advisor.

Primerica Life is domiciled in Massachusetts, and
its wholly owned subsidiary, National Benefit Life
Insurance Company ("NBLIC"), is a New York life

insurance underwriting company.

We conduct our core business activities in
Canada through three principal entities, all of
which are indirect wholly owned subsidiaries of
the Parent Company:

+  Primerica Life Insurance Company of
Canada (“Primerica Life Canada”), our
Canadian life insurance underwriting
company;

o PFSLInvestments Canada Ltd. ("PFSL
Investments Canada”), our Canadian
licensed mutual fund dealer; and

«  PFSL Fund Managemehi Ltd. (”PFSL Fund
Management”), our Canadian investment
funds manager.

Primerica, Inc. was incorporated in the United
States as a Delaware corporation in October
2009 to serve as a holding company for the
Primerica businesses (collectively, the

Primerica 2012 Annual Report 3
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April 1, ?Oﬁ{f} were wholly @wmd indirect
subsidiaries z:}f Citigroup Inc. ("Citigroup”), were
transferred to us by Citigroup on April 1, 2010 in
@ teorganization pursuant to which we
completed an initial public offering in April 2010
(the IPO" ) On March 31, 2010, we entered into
certain reinsurance transactions with affiliates of
Citigroup {the "Citigroup reinsurers”) and ceded
between 80% and 90% of the risks and rewards
of our term life insurance policies that were in
force atyear-end 2009 As partof the PO, in
February 2010, Citigroup entered into a
securities purchase agreement with cartain
private-eguity funds managed by Warburg
Pincus LLE (tagether “Warburg Pincus”) and us
pursuant to which, in mid-April 2010, Citigroup
sold to Warburg Pincus: (i) approximately
164 million shares of our common stock and
{ity warrants to purchase from us approximately
4.1 million additional shares of our common
stock prior to April 15, 2017 at $18.00 per share.
For g description of our corporate
rearganization, see "Management's Discussion
and Analysis of Financial Condition and Results
ot Operations — The April 2010 Transactions.”

During 2011, Citigroup sold-approximately

29.0 million shares of our common stock,
representing all of its remaining shares of our
common stock. We repurchased approximately
8.9 million of these shares. The remaining shares
were sold in underwritten public offerings from
which we did not receive any proceeds.

In‘April 2012, we repurchased from Warburg
Pincus approximately 5.7 million shares of our
common stock at a price of $26.15 per share, for
atotal purchase price of approximately $150:0
million. The per-share purchase price was
determined based on the closing price of our
common stock on Aprit 17, 2012, the execution
date of the agreement to repurchase the shares.

In October 2012, we repurchased from Warburg
Pincus approximately 2.1 million shares of our
common stock at a price of $28.74 per share, for
atotal purchase price of approximately $60.0
millian. The per-share purchase price was
determined based on the closing price of our

4 Fraodimdives Here™

common stock on October 3, 2012, the
execution date of the agreement to repurchase
the shares.

In November 2012, Warburg Pincus sold
3.6 million shares of our common stock in an
underaritten public offering, from which we did
not receive any proceeds. As part of the

underwritten public offering, we repurchased
from the underwriter 1.2 mxihcﬂ shares at a price
ot $27.51 per share,

In ?%bmaw 2013, Warburg Pincus sold

2.5 million shares of our common stock in an
underwritten public offering, from which we did
not receive any proceeds. As of February 15,
2013, Warburg Pincus beneficially owned
approximately 4.4% of the Company's
outstanding common stock (or approximately
10.9%, including shares issuable pursuant to the
warrants),

Our Clients

Cur clients are generally middle income
consumers, which we define as households with
$30,000 to $100,000 of annual income.
According to the 2011 U.S. Census Bureau
Current Population Survey, the latest period for
which data is available, approximately 50% of
U.5. households fall in this range. We believe
that we understand the financial needs of the
middle income segment well:

s They have inadequate or no life insurance
coverage. Individual life insurance sales in
the United States declined from 12.5 million
policy sales.in 1975 to 6.8 million policy
sales in 2011, the latest period for which
data is available, according to the Life
Insurance Marketing and Research
Assodiation International, Inc. CLIMRAY, a
worldwide association of insurance and
financial services companies. We believe
thet termlife insurance, which we have
provided to middle income clients for many
years, is generally the best option for them
to-meet their life insurance needs due to its
lower initial cost versus cash value life
insurance, :



They need help saving for retirement and
other personal goals. - The current economic
environment has intensified the challenges
of middle income families to save for
retirement and other goals. By developing
personalized savings programs for our
clients using our proprietary FNA tool and
offering a wide range of mutual funds,
annuities, managed accounts and
segregated fund products sponsored and
managed by reputable firms, our sales
representatives are well equipped to help
clients develop long-term savings plans to
address their financial needs.

They need to reduce their consumer

debt. Many middle income families have
numerous debt obligations from credit
cards, auto loans, and home mortgages. We
help our clients address these financial
burdens by providing personalized client-
driven debt resolution techniques and third
party referrals that can help them reduce
and ultimately pay off their debts.

They prefer to meet face-to-face when
considering financial products. ~ Historically,
middle income consumers have indicated a
preference to meet face-to-face when
considering financial products or services.
As such, we have designed our business
modelto address this preference in a'cost-
effective manner.

Our Distribution Model

Our distribution model, which-is based-on a
traditional insurance agency model and-borrows
aspects from franchising and direct sales, is
designed to reach and serve middle income
consumers efficiently through direct sellingto
customers by our sales representatives. Key
characteristics of our unique distribution model
include:

Independent entrepreneurs: ~ Our sales
representatives are independent contractors
building and operating their

own businesses. This business-within-a-
business approach means that our sales
representatives are entrepreneurs who take

responsibility for selling products, recruiting
sales representatives, setting their own
schedules and managing and paying the
expenses associated with their sales
activities, including office rent and
administrative overhead, with minimal start-
up costs.

Part-time opportunity: By offering a
flexible part-time opportunity, we are able
to attract a significant number of recruits
wheo desire to.earn supplemental income
and generally concentrate on smaller-sized
transactions typical of middle income
consumers: Qur representatives distribute
our products directly to consumers, and
therefore our business opportunity does not
require recruits to purchase and resell our
products, Our representatives are able to
join-our sales force at minimal expense, and
they receive technological support, pre-
licensing training and licensing examination
preparation programs. Virtually all of our
sales representatives begin selling our
products ona part-time basis, which
enables them to hold jobs while exploring
anopportunity with-us:

incentive to build distribution: When a sale
is' made; the selling representative recejves a
commission, as does the representative who
recruited him or her, which we refer to as
override compensation. Override
compensation is paid through several levels
of the selling representative’s recruitment
and supervisory organization. This structure
motivates existing sales representatives to
grow our sales force and ensures their
success by providing them with.commission
income from the sales completed by their
recruits.

Sales force leadership: A sales
representative who has built a successful
organization and has obtained his or her life
insurance license can achieve the sales
designation of Regional Vice President
("RVP"), which entities him or her to earn
higher compensation and bonuses. RVPs
are independent contractors who open and
operate offices for their sales organizations
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and devote their full attention to their
Primetica businesses. RVPs also support and
mionitar the part-time sales representatives
an whiose sales they eariv override

comsissionsin compliancewith applicable
regulatory requirements. RVPs efforts to
eupand thelr businesses are a'primary driver
of oy sytcess.

Innovitive compensation systept;, We Have
developed an innovative systemn for
compensating our independent sales force
that s contingent upon product sales: We
advance to our representatives a significant
portion of their insurance commissions
upon their submission of aninsurance
application and the first month's prémium
payment. In addition to being a source of
miotivation, this upfront payment provides
our sales representatives with immediate
cash flow to offset costs associated with
origitating the business: Invaddition,
monthly production-bonuses are paid to
sales reprasentatives whose downline sales
organizations meet certain sales fevels. With
rompensation tied to sales activity, our
compensation approach accommuodates
varying a:%egre&s of individual produ {'t* vity,
which allows us to effectively use a large
group of parti-time representatives wh
?farwif;%ns:; avarigble cost structiure. In
addition, we incentivize our RVPs with
equity compensation, which aligns their
interests with those of our stockholders.

Large-dynamic sales force: - Members:of our
sales torce primarily target and serve their
friends, family members and -personal
acquaintances through individually driven
networking activities. We believe that this
warm markets approach s an effective way
to distribute our products because it
facilitates face-to-face interaction initiated
byoa tristed acquaintance of the
prospective client, which is difficult to
replicate using other distribution
approaches. Due to the large size of ou
s@ées force and our active recruiting i}f new
sales representatives, our sales force is able

Fregromives Here

to continually access an expanding base of
prospective clients without engaging costly
medid channels: s

s Motivational culture:  Through sales force
recognition events and contests, we seek to
create g culture that inspires and rewards
our sales representatives for their personal
successes and those of their sales
organizations. We believe this motivational
environment is a major reason that many
sales representatives join and achieve
success in our business,

Structure and Scalability of Our Sales
Force

New sales represemtatives are recruited by
existing sales representatives. When these new
recruits join our sales force, they are assigned an
upline relationship with the sales réprea,emat Ve

who recruited them and with the recruiting sales
representative’s respective upline RVP
organization. As new sales representatives are
successful in recruiting other sales
representatives, "they beginto build their own
organization-of sales representatives who
become thelr downline sales representatives: We
encourage our sales representatives to bring in
new recruits to build their own sales
organizations, enabling them to earn override
commissions on sales made by members of their
downline organization.

While the substantial majority. of our sales
representatives are part-time, approximately
4,000 sales representatives served as RVPs at
December 31, 200127 RVPs establish and maintain
their own offices, which we refer to as field
offices. Additionally, they are responsible for
funding the costs of their administrative staff,
marketing materials, travel and training and
exclusive recognition events for the sales
representatives in their respective downline
organizations. Field offices provide a location for
c::e;mszﬁw::{iﬂg recruiting meetings, training events
and sales-related meetings, disseminating our
Internet-streamed TV programming, conducting
compliance functions, and housing field office
business records.



Our sales-related expenses are largely variable
costs that fluctuate with product sales volume.
Sales-related expenses consist primarily of sales
commissions and incentive programs for our
sales representatives, as well as costs associated
with information technology, compliance,
administrative activities, sales management and
training.

With support provided by our home office staff,
RVPs play a major role in training, motivating
and monitoring our sales representatives.
Because the sales representative’s compensation
grows with the productivity of his or her
downline organization, our distribution model
provides financial rewards to sales
representatives who successfully develop,
support-and monitor productive sales
representatives. Furthermore, we have
developed proprietary tools and technology to
enable our RVPs to reduce the time spent on
administrative responsibilities associated with
their sales organizations so they can devote
more time to the sales and recruiting activities
that drive our growth. We believe that our tools
and technology, coupled with our equity
incentive award program, further incentivize our
sales representatives to become RVPs.

To encourage our most successful RVPs to build
large downline sales organizations that generate
strong sales volumes, we established the
Primerica Ownership Program to provide certain
qualifying RVPs a contractual right, upon
meeting certain criteria, to sell their Primerica
businesses to another RVP or transfer it to a
qualifying family member.

Both the structure of our sales force and the
capacity of our support capabilities provide us
with a high degree of scalability as we grow our
business. Our support systems and technology
are capable of supporting a large sales force and
a high volume of transactions. In addition, by
sharing training and compliance activities with
our RVPs, we are able to grow without incurring
proportionate overhead expenses, which
accommodates an increase in sales
representatives, clients, product sales and
transactions.

Recruitment of Sales Representatives

The recruitment of sales representatives is
undertaken by our existing sales representatives,
who identify prospects and share with them the
benefits of associating with our organization.
QOur sales representatives showcase our
organization as dynamic and capable of
improving lives by demonstrating the success
achieved by the members of our sales force.

After the initial contact, prospective recruits
typically are invited to an opportunity meeting,
which is conducted by an RVP. The objective of
an opportunity meeting is to inform recruits
about our mission and their opportunity to join
our sales force. At the conclusion of each

-opportunity meeting, prospective recruits are

asked to complete an application and pay a $99
fee to commence their pre-licensing training and
licensing examination preparation programs,
which are provided by the Company generally at
no additional charge. Recruits are not obligated
to purchase any of our products in-order to
become sales representatives, though they may
elect to purchase our term life-insurance to
provide financial protection for their families or
our investment and savings products to save for
their retirement and other needs.

Our sales force is our sole distribution channel
and our success depends on the ongoing
recruitment, training and licensing of new sales
representatives. Recruits may become our clients
or provide us with access to their friends, family
members and personal acquaintances. As a
result, we continually work to improve our
systematic approach to recruiting and training
new sales representatives so they can obtain the
licensing and skills necessary for success.

Sirnilar to other distribution systems that rely
upon part-time sales representatives and typical
of the life insurance industry in general, we
experience wide disparities in the productivity of
individual sales representatives. Many new
recruits do not get licensed, mainly due to the
time commitment required to obtain licenses
and various regulatory hurdles. Many of our
licensed sales representatives are only
marginally active inour business. As a result, we
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p!” nforthi narate level of productivity and
view a continuous recruit ing cycle as a key
companent of our distribution model. Our
distribution model is designed to address the
vazwxgg ;;m&uci{vfcy associated with part-time
sales representatives by paying production-
based compensation, emphasizing recruiting,
and continuing initiatives to address barriers to
licensing new recruits. By providing override

commissions to sales representatives on the
sales generated by their downline sales -
organization, our compensation structure aligns
the interests of our sales representatives with
oubinterest iy recruiting new representatives
and maximizing their success.

The following table provides information on new
recrults and sales representativas:

Year ended December 31,
2012 2011 2010

Number:of new recruits

191,752 244,756 231.390

Number of newly insurance-licensed sales representatives

34425 33,711 34,488

Number of insurance-licensed sales representatives, at period end

92,373 91,176 94850

Average 1 number of insurance-licensed sales representatives during period

90,981 91,855 96,840

We:define newrecruitsas individualy who have
submitted an application to joinour sales force,
together with payment of a $99 fee to
cormmence their pre-licensing training: We may
not aporove certain new recruits to join our-sales
force, and others elect to withdraw from our
sales force prior to becoming active inout
hiisiness

Ornaverage, It requires approximately three
manths for our sales representatives to
comiplete the necessary applications and pre-
licenging coursework and topass the applicable
state orprovincial examinations to obtain g
license 1o sell ourterm life-insurance prodiicts:
As A result; individuals recruited to join our sales
force within ‘a given fiscal period may not '
becomelicensed sales representatives until a
subkaaiient period.

Sales Force Motivation, Training and
Communication

Maotivating, training and communicating with
oursales force are critical to our success and

that of our sales force

Mativedion. - Through our:proven systeny of
sales force recognition events, contests, and
communications, we provide incentives that
drive our results. Motivation is driven in part by
our sales re tatives' belief that they can

achieve higher levels of financial success by
building their own businesses as Primerica sales
representatives. The opportunity to help others
address financial challenges is also a significant
source of motivation for many of our sales
representatives; as well as for our management
and home office employees.

We motivate our sales representatives to
succeed in our business by

»corapensating oursales representatives for
prodiict sales by them and their downline
organizations;

+ helping our sales representatives learn '
financial fundamentals so they can
confidently and effectively assist our clients;

«  reducing the administrative burden onour
sales force, which allows them fo devote
more of their time to building a downline
organization and selling products; and

«ereating a culture-inwhich sales
representatives are encouraged to achieve
goals %;hr{tpuqh the recognition of their sales
aric recriiting achievernents-as well as
those of their sales organizations.

To help our sales representatives understand
that they are part of a larger enterprise than
their field office, we conduct numerous local,
regional and hational meetings. These meetings
inform and motivate our sales force. In June



2013, we are scheduled to hold our biennial
international convention at the Georgia Dome in
Atlanta. In previous years, many of our new
recruits and sales representatives electad to
attend our meetings at their own expense, which
we believe further demonstrates their
commitment to our organization and mission.

Training. - Oursales representatives must hold
licenses to sell most.of our products. Our in-
house insurance licensing program offers a
significant number of classroom, online.and self-
study insurance pre-licensing courses to meet
applicable state and provincial licensing
requirements and prepare recruits to pass
applicable licensing exams. For-those
representatives who wish to sell our investment
and savings products, we contract with third-
party training firms to conduct exam preparation
and also offer supplemental training tools.

We provide courses, tools and incentivesto help
new recruits become licensed sales
representatives. For example, we offer, generally
at no costto oursalesforce, a personalized
study plan, an online exam simulator, a tool that
uses a student's prior performance to provide
simulated exams that focus on individual study
needs; a-variety of review classes; and life
insurance study and exam review videos-and
audios. We also provide an online interactive
tool that provides new recruits with a step-by-
step guide to building their Primerica
businesses.

Other internal training program opporiunities
include sales, management skills, business
ownership, product and compliance training
modules and videos. Additionally, many RVPs
conduct sales training either on nights or
weekends, providing new recruits a convenient
opportunity to attend training outside of
weekday jobs or family commitments.

Communication.  We communicate with our
sales force through multiple channels; including:

«  Primerica Online ("POL"), whichis our
“intranet website designed to be a support
system for our sales force. POL provides
sales representatives with access to their
Primerica e-mail, bulletins and alerts,

business tracking tools and real-time
updates on their pending life applications
and-new recruits. We also use POL to
provide real-time recognition of sales
representatives’ successes and scoreboards
for sales force production, contests and
trips:In addition, POL is a gateway to our
product providers and product support.
More than 160,000 of our sales
representatives, both licensed and not-yet
licensed, subscribed to POL at December 31,
2012, Subscribers generally pay a $25
monthly fee to subscribe to POL, which
helps cover the cost of maintaining this
support system.

« ourin-house TV netwaork, which is broadcast
by Internet-streaming video. We create
original broadcasts and videos that enable
senior management to update our sales
force and provide training and motivational
presentations: We broadcast a live weekly
program hosted by home office
management and selected RVPs that
focuses on new developments and provides
motivational messages to our sales force.
We also broadcast a training-oriented
program to our sales force on a weekly
basis and profile successful sales ’
representatives, allowing these individuals
to educate and train our other sales
representatives by sharing their secrets for
SLCCesS.

+ our publications department, which
produces materials to support, motivate,
and inform our sales force. We sell
recruiting materials, sales pieces, business
cards and stationery and provide total
communications services, including web
design, print presentations, graphic design
ane script-writing. We also produce a
weekly mailing that includes materials
promaoting our currentincentives; as well as
the latest news about-our-product offerings.

Sales Force Support and Tools

Our information systems and technology are
designed to support a sales and distribution
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maodel that relies on alarge group of =
predominantly part-time representatives and
assist themin building theirownbusinesses: We

provide our salés representatives with sales tools

th

allow both new and experienced sales

répresentatives to offer financial information and
products to their clients: The most signiticant of
these tools ares

]

Our Fingncial Needs Analysis:  Our FNAis a
proprietary, web-based, needs-based
analysis tool The FNA gives our sales
representatives the ability to collect and
synithesize clisnt financial data and develop
a financial analysis for the client that is
easily understood. The FNA, while not a

Ainancial plan: provides our clients with a

personalized explanation of how our
products work and introduces prudent
financial concepts, such as regular saving
and atcelerating the repayment of high cost
credit card debt to help themteach thelr
financial goals. The FNA provides clients
witha snapshot of thelrcurrent financial
positingand identifies their life insurance,
savings and-debt resolution nesds:

Byr Polnt-of-Sale Application Tool Our
web-based, point-of-sale software,
FTurbobpos; is an internally developed
systerm that streamlines the application
process for our insurance products. This
application populates client information
from the FNA to eliminate redundant data
collection and provides real-time feedback
toeliminate incomplete and illegible
applications. Integrated with our paperless
field office management system described
below and with pur home office systems,
Turbohpps allows our RVPs and us to
realize the efficiencies of straight=throdgh-
processing of application data and other
information collected on our sales
representatives’ mobile devices, which
tesults iy expedited processing of ourtife
insufance product sales: TurboApps also
suppords our fecruiting activity and our U5,

&

mutual fund product sales. We: developed

the web-based versions of TurboApps to

take advantage of the proliferation of
portable devices and wireless Internet
connections, including smartphones, laptop
computers and tablets: :

Virtual Base Shop:- - In an effort to sase the
administrative burden on RVPs and simplity
sales force pperations, we make available to
RVPs a secure Intranet-based paperless field
office management systemas part of the
POL subscription: This virtual office is
designed to-automate the RVP's
administrative responsibilities and can be
accessed by all sales representatives inan
RVP's immediate downline sales
organization, which we refer to as his or her
base shop. : :

Other Tools:  We utilize proprietary and
third-party products, including web-based
software and mobile devices and
applications, for more efficient application
processing, client support, and sales force
administration,; among other uses, For
axample, our Primerica App for certain
mobile devices is broadly used by our sales
foree for recaipt of internal communications
and client support.

We also make available other technology to
support our sales force in managing their
businesses and in serving our clients, including:

*

a toll-free sales support call center to
address questions and assist with
paperwork, underwriting and licensing;

atelerunderwriting process that allows
clients to provide needed medical
information without disclosing it to our
sales representatives; and

POL for tracking the status of pending life
insurance applications and the progress of
their new recruits in their training and
licensing efforts.



Performance-Based Compensation
Structure

Our compensation system is rooted in our origin
as an insurance agency. Our sales
representatives can earn compensation in
multiple ways, including:

+ sales commissions and fees based on their
personal sales and client assets under
management;

< override commissions based on sales by
sales representatives and fees based on
client assets under management in-their
downline organizations;

« bonuses and other compensation, including
equity-based compensation, based on their
own sales performance, the aggregate sales
performance of their downline
organizations and other criteria; and

= participation in our contests and other
incentive programs.

Our compensation system pays a commission to
the selling representative who actually sells the
product and override commissions to several
levels of the selling representative’s upline
organization. With respect to term life insurance
sales, commissions are calculated based on the
total first-year premium (excluding policy fee)
for all policies and riders. To motivate our sales
force, we compensate them for term life
insurance product sales as quickly as possible.
We advance a majority of the insurance
commission upon the submission of a
completed application and the first month's
premium payment. The remainder of the life
insurance sales commission is paid upon receipt
of the first 12 'months of premium. As the client
makes his or her premium payments, the
commission is earned by the sales representative
and the commission advance is recovered by the
Company. If premium payments are not made
by the client and the policy terminates, any
outstanding advance commission is charged
back to the sales representative. The chargeback
would equal that portion of the advance that
was made, but not earned, by the representative
because the client did not pay the full premium

for the period of time for which the advance was
made to the representative. Chargebacks, which
occur in the normal course of business, may be
recovered by reducing any cash amounts
otherwise payable to the sales representative.

Sales representatives and their upline
organizations are contractually obligated to
repay us any commission advances that are
ultimately not earned due to the underlying
policy lapsing prior to the full commission being
earned. Additionally, we hold back a portion of
the commissions earned by our sales
representatives as a reserve out of which we may
recover chargebacks. The amounts held back are
referred to as deferred compensation account
commissions ("DCA commissions”). DCA
commissions are available to reduce amounts
owed to the Company by sales representatives.
DCA commissions:also provide an upline sales
representative with a cushion against the
chargeback obligations of their downline sales
representatives. DCA commissions, unless
applied to-amounts owed, are ultimately
released to sales representatives.

Generally, commissions are not paid after the
first year with respect to a policy. One of our
riders provides for coverage increases each year.
For such riders, commissions in the second year
and thereafter are only paid with respect to the
premium:increase related to the increased
coverage. Renewal commissions are paid on
some older in-force policies. At the end of the
policy duration, compensation is paid on
conversions.

We also pay compensation to our sales force for
the sale of mutual funds, annuities, long-term
care insurance, prepaidlegal services and our
Primerica DebtWatchers™ products, and for the
referral of customers seeking auto and home
insurance and debt resolution products. For
most mutual funds (non=managed accounts) and
annuity products, comrmissions are paid both on
the sale and on the total value of assets under
management and-are calculated based on the
dealer re-allowance and trail compensation
actually paid to us. For managed account mutual
fund products, fees earned are based on the
total of assets under management. Long-term
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care insurance commissions-are caleulated based
on the amount of premiumpaid: Prepaid legal
sepvices commissions and Prirnetica
DebtWatchers™ commissions are paid in fixed
amounts on the sale of the respective product.

For auto and homeowners’ insurance products,
fees are paid for referrals that result in

completed applications. For debt resolution
products, tees are paid with respect fo referrals
sultinenroliments. I Canada, we slso pay
. ssions to our sales force on sales of
supplemental health insurance, as well as
accident snd disability insurance, primarily to

stall b sses. Fees are paid in fixed amounts
based on the sale of the respective g::mduc"tﬁ, ancl
any renewals.

We pay bonuses and other incentive
compensation for the sale of certain products.
Bonuses are paid to the selling representative or
to selected override levels, or both, for achieving
specified production levels for the sale of term
life insurance, investment and savings products,
and prepaid tegal services, and for atto and
home insurance referrals: Upon achieving certain
goals and building their teams, new
representatives can qualify for additional
bonuses, which are generally contingent on new
recrifts completing their first personal sales,

Inaddition 1o these methods of compensation,
we use g guarterly compensation progranm under
which RVPs can earn equity awards based on
various production and sales criteria. Effective
deployment of these programs-allows us to align
thie interests of our sales force with those of our
stockhnlders,

Sales Force Licensing

The states, provinces and territories in which our
ales representatives operate generally require
our sales representatives to obtain and maintain

licenses to sell our insurance and securities
products, tequiring our sales representatives to
pass applicable examinations. Our sales
representatives may also be required to maintain
licenses to sell certain of our other financial
products. To encourage new recruits to obtain
their life licenses, we either pay directly or

reimburse the sales representative for certain
licensing-related fees and expenses once he or
she passes the applicable exam and Q%::m ins the
applicable life insurance license.

To sell insurance products, our saies
representatives must be licensed by their
resident state, ps(ﬁ)\iif"iié or territory and by any
other state, province or territory in which iiaey
do business. In most states, our sales
representatives must be appointed by our
applicable insurance subsidiary.

To sell mutual funds, our U.S. sales
representatives must be registered with the
Financial Industry Regulatory Authority (“"FINRA”)
and be Series 6 licensed and, in most states,
Series 63 licensed by each state in which they
sell securities producm To sell variable annuity
products, our sales representatives must have
these licenses and FINRA registrations and be
appointed by the annuity underwriter in the
states in which they market annuity products. To
sell our managed account product, our
repres sentatives must be licensed as an
investment advisor representative,

Our Canadian sales representatives selling
mutual fund products are required to be
licensed by the securities commissions in the
provinces and territories in which they sell
mutual fund products. Our Canadian sales
representatives who are licensed to sell our
insurance products do not need any further
licensing to sell our segregated funds products
in Canada: In Canada, sales representatives who
refer clients to a mortgage lender do not have to
be licensed as a mortgage broker:

Supervision and Compliance

To ensure compliance with various federal, state,
provincial and territorial legal requirements, we
and our RYPs share responsibility for
malntaining an overall compliance program that
involves compliance training and supporting and
monitoring the activities of our sales
representatives. Qur Office of the General
Counsel and our Field Supervision Department
work with RVPs to develop appropriate
compliance procedures and systems.



Generally, all RVPs must obtain a principal
license (FINRA Series 26 in the United States and
Branch Manager license in Canada), and, as a
result, they assume supervisory responsibility
over the activities of their downline sales
organizations. Additional supervision is:provided
by approximately 490 Offices of Supervisory
Jurisdiction ("OSJs"), which are run by select
RVPs who receive additional compensation for
assuming additional responsibility for
supervision-and compliance monitoring across
all product lines. OSJs are required to
periodically inspect our field offices and report
to us any compliance issues they observe,

All of our sales representatives are required to
participate in our annual compliance meeting, a
program administered by our senior ,
management and our legal and compliance staff
at which we provide a compliance training
overview across all product lines and require the
completion of compliance checklists by each of
our licensed sales representatives for each
product he or she offers. Additionally, our sales
representatives receive periodic compliance
newsletters regarding new compliance
developments and issues of special significance.
Furthermore, the OSJs are required to complete
an annual training seminar that focuses on
securities compliance and field supervision.

Our.Compliance Department regularly runs
surveillance reports designed to monitor the
activity of our sales force. If we detect any
unusual or suspicious activity, our Compliance
Department commences an investigation and
ensures appropriate action is taken to resolve
any issues and address disciplinary action. Our
Field Supervision Department regularly assists
the OSJs and communicates.compliance
requirements to them toensure they.properly
discharge-their supervisory responsibilities: The
Field Supervision Department also periodically
inspects OSJ offices.

Our Field Audit Department regularly conducts
audits of all sales representative offices,
including scheduled and no-notice audits, Our
policy is to conduct approximately 50% of the
field office audits on a no-notice basis. The Field
Audit Department reviews all requlatory-

required records that are not maintained at our
home office. Any compliance deficiencies noted
in the audit must be corrected, and we carefully
monitor all corrective action. Field offices that
fail an audit are subject to a follow-up audit in
150 days. Continued audit deficiencies are
addressed through a progressive disciplinary
structure that includes fines, reprimands,
probations and terminations.

Our Products

We tailor our products to appeal to middle
income consumers, We believe our face-to-face
delivery of products and the FNA add sufficient -
value to the client to allow us to compete on the
basis of product value, service and price.
Reflecting our philosophy of helping middle
income clients with their financial product needs
and ensure compatibility with our distribution
model, our products generally incorporate the
following criteria:

* ' Consistent with sound individual finance
principles: - Products must be consistent
with good personal finance principles for
middle income consumers, such as reducing
debt, minimizing expenses and encouraging
fong-term savings.

< Designed to support client multiple
goals: Products are designed to address
and support a broad range of financial
goals rather than compete with or
cannibalize each other. For example, term
life insurance does not compete with
mutual funds because term life has no cash
value or investment element.

» “Ongoing heeds based: Products must meet
the ongoing financial needs of many middle
income consumers 50 that the likelihood of
a potential sale is high.

o Easily understood and sold:  Products must
be appropriate for distribution by our sales
force, which requires that the application
and approval process must be simple to
understand and explain, and the likelihood
of approval must be sufficiently high to
justify the investment of time by our sales
representatives.
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We use three operating segments to organize;
evaluate and manage our business: Term Life .
Insurance; Investment and Savings Products, and

Corporate and Other Distributed Products. See
“Management's Discussion-and Analysis of
Finaricial Condition and Results of Operations «
Kesults of Operations” and Note Z (Segment
Inforation) to our consolidated and combined

financial statements included elsewhere in this
report for certain financial information regarding
our aperating segments and the geographic
areas in which we operate,

The following table provides information on our
principal products and the principal sources
thereof by operating segment as of

December 31,2012

Operating Segment

Principal Products

principal Sources of Products
(Applicable Geographic Territory)

Term Lite Insurance

Term Lite Insurance

Primerica Life (US (except New York), the
District of Columbia and certain territories)

NBLIC (New York)

Primerica Life Canada (Canada)

Investment and Savings
Products

Mutuol Funds and Certain
Retirement Plans

Managed Accounts
Viariable Annuities
Fixed indexed Annuities

Fixed-Anniities

Segregated Funds

American Century Investments (U.S)
American Funds (U.S)

Franklin Templeton (U.S)

ING Life Insurance and Annuity Company (U.S)
Invesco (US)

- Legg Mason Global Asset Management (U.S)

Ploneer Investments (U.S)
AGE Eunds (Canada)
Concert™ Funds (Canada)

Lockwood Advisors (U.S)
MetLife Investors and its affiliates (U5

The Lincoln National Life Insurance Company
and-its affiliates (U.S).

MetLife Investors USA Life Insurance
Company and its affiliates (U.S)

Primerica Life Canada (Canada)

Corporate and Other
Distributed Products

Primerica DebtWatchers™

Long-Term:Care Insurance

Prepaid Legal Services

Supplemental Health and
Accidental Death &
Disability insurance

Auto and Homeowners'
Insurance (1)

Debt Resolution

Products (1

Mortgage Loan Referrals (1)
Student Life Insurance

Short=Term Disability

Equitax Consumer Services LLC (US, and
Canada)

Genworth Life Insurance Company and its
affiliates (U.S)

Various insurance companies, as offered
through LTCI Partners, LLC (U.S)

Prepaid Legal Services, Inc. (U.S. and Canada)
The Edge (Canada)

Various insurance companies, as offered
through Answer Financial, Inc. (U.5)

Freedom Financial Network, LLC (US)

B2B Bank, as offered through its affiliate, AGF
Trust Company (Canada)

NBLIC (LS., except Alaska, Hawaii, Montana,
Washington and the District of Columbia)

NBLIC (New York and New Jersey)

(1) Retereals onty.

wilombives Here™

Benefit lnsurarce



Term Life Insurance Products

Through our three life insurance subsidiaries —
Primerica Life, NBLIC and Primerica Life

Canada -— we offer term life insurance to clients
in the United States, its territories, the District of
Columbia and Canada. In 2011, the latest period
for which data is available, we were the largest
provider of individual term life insurance in the
United States based on the amount of in~force
premiums-collected, according to LIMRA.

We believe that term life insurance is a better
alternative for middle income clients than cash
value life insurance. Term life insurance provides
a guaranteed death benefit if the insured dies
during the fixed coverage period of an in-force
policy, thereby providing financial protection for
his or her named beneficiaries in return for the
periodic payment of premiums. Term insurance
products, which are sometimes referred to as
pure protection products, have no savings or
investment features. By buying term life
insurance rather than cash value life insurance, a
policyholder initially pays a lower premium and,
as a result, may have funds available to invest for
retirement and other needs. We also believe that
a person’s need for life insuranceis inversely
proportional to that person's need for
retirement savings, a concept we refer to as the
theory of decreasing responsibility. Youing adults
with children, new mortgages and other
obligations need to buy higher amounts of
insurance to protect their family from the loss of
future income resulting from the death of a
primary bread winner. With its lower initial
premium, term life insurance lets young families
buy more coverage for their premium dollar
when their needs are greatest and still have the
ability to have funds for their retirement and
other savings goals.

We design our term life insurance products to
be easily understood by, and meet the needs of,
our clients. Clients purchasing our term life
insurance products generally seek stable, longer-

term income protection products for themselves
and their families. In response to this demand,
we offer term life insurance products with level
premium coverage periods that range from 10
to 35 years and an array of coverage face
amounts. Additionally, certain term life insurance
policies may be customized through the
addition of riders to provide coverage for
specific protection needs, such as mortgage and
college expense protection. Policies remain in
force until the expiration of the coverage period
or until the policyholder ceases to make
premium payments and terminates the policy.
Premiums are guaranteed not to rise above a
certain.amount each year during the life of the
policy. The initial guarantee period for policies
issued in the United States equals the initial term
period, up to a maximum of 20 years. After 20
years, we have the right to raise the premium,
subject to limits provided for in the applicable
policy. In Canada, the amount of the premium is
guaranteed for the entire term of the policy.

One of the innovative term life insurance
products that we offeris TermNow, which s our
rapid issue term life product that provides for
face amounts of $250,000 and below. In the
United States, TermNow allows a sales
representative to take an online application and,
with the client's permission, allows the Company
to access databases, including prescription drug,
Medical Information Bureau ("MIB"), and motor
vehicle records as part of the underwriting
process. In Canada, TermNow is underwritten
using the online application and MIB data, but
the Company uses this data and the client's
responses to application questions to determine
additional underwriting procedures in lieu of
accessing motor:vehicle records and prescription
drug databases. These processes replaced the
priot process of collecting a saliva sample.
Results of these-searches are reported in real
time to our.underwriting system, which then
decides whether or not to rapidly issue a policy.

Primerica 2012 Annual Report 15



‘SHINUIWE UIYIM (e aareuasaidal pue ueoldde
3Uy 03 3peq asiou bunumispun [euolippe

10 [eroidde ue puss pue aur-|ead uljuedidde
By} B}MIBPUN 03 S BUIMOJ|E Jaueiiu] 4no BIA
uonesdde ue Juigns o1 seaneiussaidel sajes
ino Mmolie 01 pnpoid moNwLa] pue uonesijdde
paseq-gam ayj paubisep ap sionpoud
SOURINSUL 81| U2 JBLRO PUE MONWS ]
syioddns jeyy uoneddde asueinsul s}l paseq
-gam e apianid ap IUBDLYS stow suonersdo
Ino oyew 63 ABojouY9) 85N 8310} s8es

JHG pUe BM 's$920.d aM 18U SSBUISNIY BduURINSUL
1O BUINJOA JUBIIHUBIS 8L} 912POWILIOIIE O]

SjuswILIRS

ueisAyd pue sneasng apiyaA 1010w ‘saseqgeiep
Brup uondiunseld ‘giA BY1 5B Yyans se04nos
Aped-paigy woyj uesydde syy ynoge toizewIoul
19pisuos Aew am ‘ssenoid Bunumiepun

auy Buung 'ssavold Bunumsspun 1no ul
pajenieAs sl pue sn 03 peniwisuen Ajjesiuonnsie
51 850004d BunuMIapUN-8ja1 8L WOl

6{31@[?;3; Hoda e AI0ISH [eDipaul panelap
wielgo o) suoydeay Aguesidde sl peiuo

o} ;auuas;ad pauied) sii pue jepirord Aued

“pAil3 B asn em ‘pejuieLeM ST AJOISIY (eDipaw
sjuesdde ue ﬁagpmﬁa& dri mofio) 18Ul SAa1sq
am {1 ‘Ao1si jesipaw s juedijdde ayy Buipiebay
suoisanb ou io se4 jo seuss e siuedijdde

yse sanieiueselda) sajes nQ Juedidde ue

UIO1} HONBULIOLUL [edIpaw jeuosiad pue aApIsUSS
masgm SOAI wmasa,saa,; 59|BS IN0 a/\eq JOU Op 9

- Snuoy s:»;ssu epqmcmwun

- B1B0IY SHIIANDE 1O 1jeay 4oy 1o siy Ji 85eIaA0D

R SOAET tETad

10} y5enbay suendde ue §
‘BlBILD YIeey dioads sey (02000} puk 0IIRG0}
-gou panaeid snid pasisieid) suonenissep
1IN0} 858} JO YOBT 'SI0)IR) 1810 puk A1olsiy
JeDIpaUl ‘Yiesl JuUsLInD Uo paseq subnedyIssED
Asi oo suo o ueddde uons aovid pue
enndde ynpe sjgeInsul Yoea $5a558 AlENPIAIDU
am ‘sauliepind Bultumispun JUsLInD Ino Jjepun

Eis i etley
NioUoss BUIBUeyYD 0} anp (8210) Ul SliBiial
Konod e usium 1ea0 pousd suy) Axusisisiad
Aaijod Bsiom 10 18119q pue uopeindod
jeisuab eyl U uswBAcIdw Alepow
isuabise Yyons ‘enuiion o1 pedxe

MRy Bousuedxe Ui spush g}a&msc;@ B

pue 'seijod o u

10 UOIERLRUOY JUSID pue ‘Sasus
sojes Bunpaye sweiboid aal ;eswu uugw
pasiAal (1) pue ‘sainjes) pnpoid mau (i)
'Sa1e4 SoURINSUIBL pUB AJljELIOW Bimny
Buigosyie seunpesold bunumispun pasisal (1)

5B Uons ‘saoueisiundi ul sabueyd oy snp
aoupadxe wueARPl WOy sebuelp pepdadxe -

Sepnpu

$10308) JBLI0 BSBY | SIOR) IBYI0 puE aousLade
1IN0 Uo peseq sesuadxe PUB SUINIEL TUSLIISOAUL
‘sasdel ‘suiep pepadxs Jo) suonduinsse

Buisiid 185 o "seonoesd Bunysuspun

N0 YIIM 1UBISISUDY 8g 01 suonduinsse

Buiiid 1IN0 psysigrISe SABY 9M DUE SSBUISN(
aourInsul 8yt 1no jo Ajigeioid syl Jo sisaup
weoyiubis ate Bunumispun pue bupud saeye
eU3 Bnsljeg B - Bunimapun pup Buitid

T6L/959 § SS6'¥99 $ 2TH0L9 $

(suoijjiu ur) 2210} Uil JuroUie ade

Q£0TTEZ TET9IET BLILIET

BI04 UL $B1D10d {0 J8GLUNN
@II0) Ul 8BUBINSUL 831

oI0z 1102 7102
‘1€ laguiadeq

ToPyL  $ 9PTEL $ €5089 §

(SO w} pansg ;aasmﬁ aney

viS'eer - 56982 885 TLC

penssi s:aga;g:&é 1O JBgUnN
{pensst ssuRnsUL Bjn

0102 10T 107
e ,xaqusaaaa pa;:ua JQQA
~aljopiod 1“);};30& |sueInsul aam wm; mo Gwpmﬁm umwwamu pBIDReSs YLo) 5188 agqe:; Bumonog

Syl 000°€ £t

Ajorewiixoidde sem g1z Ul panss! senijod 82104-ul INO JO JUNOUIE &




Approximately 87% of the life insurance
applications we received in 2012 were submitted
electronically, including through our web-based
life insurance application. Our web-based life
insurance application ensures that'the application
is submitted error-free, collects the applicant's
electronic signatures and populates the RVP's
sales log. For paper applications, we use our
proprietary review and screening system to
automatically screen that an application meets
regulatory and other requirements, as well as
alert our application processing staff to any
deficiencies with the application. If any
deficiencies are noted, our application processing
staff telephones the sales representative to obtain
the necessary information. Once an application is
complete, the pertinent application data is
uploaded to our life insurance administrative
systems, which manage the underwriting process
by:electronically analyzing data and
recommending underwriting decisions and
communicating with the sales representative and
third-party providers.

Claims Management. ~ Our insurance
subsidiaries processed over 14,000 life insurance
benefit claims in 2012 on policies underwritten
by us and sold by our sales representatives.
These claims fall into three categories: death,
waiver of premium (applicable to disabled
policyholders who purchased a rider pursuant:to
which Primerica agrees to waive remaining life
insurance premiums during a qualifying
disability), or terminal illness. The claim may be
reported by our sales representative, a
beneficiary or, in the case of terminal illness, the
policyholder. Following-are the benefits paid.by
us for.each category of claim:

Year ended December 31,
2012 2011 2010

{In thousands)

Death $1,040,507  $993,396 - $939,107
Waiver of :

premium 28,665 25,836 24136
Terminal

itness (1) 7,819 9,654 9,354

(1) - We consider claims paid for terminal illness to be loans
macdle to the beneficiary that are repaid:to us upon
death of the beneficiary from the death benefit.

Inthe United States, after coverage has beenin
force for two years, we may not contest the
policy formisrepresentations in the application
or the suicide of the'insured. In Canada, we have
a similar two-year contestability period, but we
are permitted to contest insurance fraud at any
time. As a matter of policy, we do not contest
any coverage issued by us to replace the face
amount of another insurance company’s
individual coverage to the extent the replaced
coverage would not'be contestable by the
replaced company. We believe this approach
helps our sales representatives sell replacement
policies, as it reassures clients that claims made
under their replacement policies are not more
likely to be contested as to the face amount
replaced. Through our claims administration
system, we record, process and pay the
appropriate benefit for any reported claim. Our
claims system is used by our home office
investigators to order medical and investigative
reports from third-party providers, calculate
amounts due to the beneficiary (including
interest) and report payments to the appropriate
reinsurance companies. ’

The Company and its-subsidiaries cross-check
public death records at least quarterly to timely
identify potential deceased policyholders for
whom claims have not been filed. If unreported
deaths are identified, the Company attempts to
contact the beneficiaries to verify the death of
the insured and, if necessary, facilitate payment
to the beneficiaries.

Reinsurance. We use reinsurance primarily to
reduce-the volatility risk with respect to
mortality. Since 1994, we have reinsured death
benefits in the United States on a first dollar
quota share yearly renewable term ("YRT") basis.
We pay premiums to each reinsurer basedon
rates inthe applicable agreement.

We generally reinsure 90% of all U.S. insurance
policies that we underwrite, excluding coverage
under certain riders, and, for all risks in excess of
$4 million per life of coverage, we reinsure on a
case-by-case basis. With respect to our Canadian
insurance policies, we previously utilized
reinsurance arrangements where we reinsured
only face amounts above $500,000 per life on an
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excess loss YRT basis; and, for all risk in excess of
$2 million per life, we reinsured on a case-by-
case basis. In 2012, we began a YRT reinsurance
arrangement in Canada similar to our U.S.
program that reinsures 80% of the face amount
for every policy sold We also reinsure
substandard cases on a facultative basis to
capitalize on the extensive experience some of
our reinsurers have with substandard cases; A
substandard case has a level of risk that is
acceptable 1o us, bat at higher premium rates
than a standard case because of the heaith,
habits or i}%"ﬁu?aﬁéﬂ ofthe applicant

While our reinsurance agreements are expec ted
to continue indefinitely, both we and our
reinsurers are entitled to discontinue any
feinsura reement as to future policies by

giving advance notice of 90 days to the other.
Each reinsurer’s ability to terminate coverage for
existing policies is limited to circumstances such
as a material breach of contract or nonpayment
of prtﬁ*ﬂiﬁms by s, Each reinsurer has the right

to increase rates with certain restrictions. If a
reinsurer increases rates, we have the right to
immediately recapture the business. Either party

may offset any balance due from the other party.

iiditional information, see Note 1
stion of Business, Basis of Prasentation,
Summary of Significant Accounting Policies)
and bote 5 (Reinsurance) 1o our consolidated
and combined financial statements.

Financial Strength Ratings. Ratings with
respect to financial strength are an important
factor in establisking our competitive position
and maintaining public confidence in us and our
ability to market our products. Ratings
organizations review the financial performance
and condition of most insurers and provide
apinions regarding financial strength, operating

formance and ability to meet obligationsto
mi f:y%a{; ders. For additional information, see
ment's Discussion and Analysis of
Condition and Results of Operations -~
ity aa;%éiag;tai Resources — Rating
Aqszza% S

“rpedin bves Herg™

In vestment and 5avmgs Products

W@ imi evesa thm middle income families have
significant unmet retirement and other savings
needs. Using our FNA tool, our sales
representatives help our clients understand their
current financial situation and how they can use
time-tested financial principles, such as
p%’@r‘ itizing personal savings, to reach their
savings goals. Our products comprise basic
saving and investment vehicles that seek o
meet the needs of clients in all stages of life.

Through PFS, PFS Investments, Primerica Life
Canada, PFSL Investments Canada, and our
licensed sales representatives, we distribute and
sell to our clients mutual funds, managed
accounts, variable and fixed annuities, fixed
indexed annuities and segregated funds. As of
December 31, 2012, approximately 21,900 of our
sales rapresentatives were licensed to distribute
mutual funds in the United States and Canada.
As of December 31, 2012, approximately 11,500
of our sales representatives were ticensad and
appointed to distribute variable and fixed
annuities in the United States and approximately
8,800 of our sales represer%tat ves were licensed
to sell segregated funds in Canada.

Mutual Funds. Inthe United States, our
licensed sales reprasentatives primarily distribute
mutual funds from the following select asset
management firms: American Century
Investments, American Funds, Franklin
Templeton, ING Life Insurance and Annuity
Company, Invesco, Legg Mason and Pioneer, We
have wihng agreements with each of these fund
companies and a number of other fund
companies. These firms have diversified product
offerings, including domestic and international
stock, bond and money market funds. Each firm
has individual funds with long track records and
each continually evaluates its fund offerings and
adds new funds on a regular basis. Additionally,
their product offerings reflect diversified asset
classes and varied investment styles. We believe
these asset management firms provide funds
that meet the investment needs of our clients.

Durmg 2014, four of these fund families (Legg
Mason, Invesco, American Funds and Franklin



Templeton) accounted for approximately 94% of
our mutual fund sales in the United States. Legg
Mason and Invesco each have large wholesaling
teams that support.our sales force in-distributing
their mutual fund products. Our selling
agreements with these firms all have indefinite
terms and provide for termination at will. Each of
these agreements authorizes us to receive
purchase orders for shares of mutual funds or
similar investments underwritten by the fund
company and to sell and distribute the shares on
behalf of the fund company. All purchase orders
are subject to acceptance or rejection by the
relevant fund company in its sole discretion.
Purchase orders received by the fund company
from us are accepted only at the then-applicable
public offering price for the shares ordered (the
net asset value of the shares plus any applicable
sales charge). For sales of shares that we initiate,
we are paid commissions based upon the dollar
amount of the sales and earn marketing and
distribution {12b-1) fees, on mutual fund
products sold based on-asset values in our client
accounts: Pursuant to agreements with certain
fund companies, we also receive, as
consideration for our mutual fund sales
infrastructure; a mutual fund support fee based
on one or more of the following: a percentage of
fund sales, a percentage of the value of our
clients' assets in the funds, or an agreed-upon
fixed:amount.

In Canada, our sales representatives offer
Primerica-branded Concert™ Series funds, which
accounted for approximately 43% of our
Canadian mutual fund product sales’in 2012.
Our Concert™ Series of funds are six different
asset-allocation funds with varying investment
objectives ranging from fixed income to
aggressive growth. Each Concert™ Series fund is
a fund of funds that allocates fund-assets among
equity and income mutual funds of AGF Funds, a
major asset management firm in Canada. The
asset allocation within each Concert™ Series
fund is determined on a contract basis by Legg
Mason. The principal non-proprietary funds that
we offer our clients in Canada are funds of AGF
Funds, Mackenzie and Invesco Trimark. Sales of
these non-proprietary funds accounted for
approximately 42% of mutual fund product sales

in Canada in 2012 Like our U.S. fund family list,
the asset management partners:we have chosen
in Canada have a diversified offering of stock,
bond and money market funds, including
domestic and international funds with a variety
of investment styles.

A key part of our investment philosophy for our
clients is the long-term benefits of dollar cost
averaging through systematic investing. To
accomplish this, we assist our clients by
facilitating monthly contributions to their
investment account by bank draft against their
checking accounts. As of December 31, 2012,
qualified retirement plans for which we serve as

nominee accounted for 72% of client account

assets in the United States and 79% of client
account assets in Canada. Our high

‘concentration of retirement plan accounts and

our systematic savings philosophy are beneficial
to us as these accounts tend to have lower
redemption rates than the industry and,
therefore, generate more recurring asset-based
revenues. /

Managed Accounts,  PES Investmentsisa
registered investment advisor in the United
States, and it offers a managed accounts
program under a contract with Lockwood
Advisors, a registered investment advisor and
unit of Bank of New York Mellon. The offering
consists of a mutual fund advisory program with
a $25,000 minimum initial investment. As part of
our contract, Lockwood Advisors participates in
the design and assists in the ongoing
administration of the program, including the
investment of client assets on a discretionary
basis into one or more asset allocation
portfolios. In contrast to our existing mutual
fund and annuity business, in an advisory fee
program, clients do not pay an upfront
commission; rather, they pay an annual fee
based on the value of the assets in their account.

Variable Annuities. Our U.S licensed sales
representatives also distribute variable annuities
underwritten and provided by two MetLife
insurance companies. Variable annuities are
insurance products that enable our clients to
invest in accounts with attributes similar to
mutual funds, but also have benefits not found
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in ptual funds, including death benefits that

eneficiaries from losses due to a market
downiturn and income benefits that guarantee
future income payments forthe life of the
policyholder(s). MetlLife bears the insurance risk
on the variable annuities that we distribute.

With our assistarice, Metlife has devel oped a
series of private label annuity products
specifically designed to meet the needs of our

clienis. We are 2 party 1o a selling agregment
with Metlife, which, among certain other rights;
gives it the right to 5{;;};’;53/ s with certain
i éi*’ andt other insurance products onan
until July 2013-and on'a non-
@xmim ve basis until July 2015

Segregated Funds. In Canada, we offer
segregated fund products, which are branded as
our Common Sense Funds™, that have some of
the characteristics of our variable annuity
products distributed in the United States, Our
Compmon Sense Funds™ are underwritten by
Prirnerica Life Canadaand offer ot clients the
ability to patticipate in a diversified managed
investment program that can be opened for a5
litte as €325 While the assets and
corresponding tiability (reserves) are recognized
on-our balance sheet, the assets are held in trust
] senefit of the segregated fund contract

d are not commingled with the

assetls of the Company.

nent objective of segregated funds is
long-terry capital appreciation combined with
some guarantee of principal. Unlike mutual
funds, our xegréfgated fund product guaraﬂmas
chents st 75% of their net contributions
(nw{ of w s‘zdfaw at the earlier of the date of
thelr death or at the \egrmmed fund's maturity
date, which is selected by the client. The
portfolio consists of both equities and bonds
ith the equity component consisting of a pool
of large cap Canadian equities and the bond
component consisting of Canadian %edemi
ment zero coupon treasuries. The portion
he segregated fund portfolio allocated to
zero coupon treasuries are held in xufr fent

very low as it comes from the guarantees
payable upon the death of the client prior to the
ma%tx%ity date. With the guarantee level at 75%
and in light of the time until the scheduled
maturity of our segregated finds contracts, we
currently do not believe it is necessary to
allocate any corporate capital as reserves for
segregated fund contract benefits.

Many of our Canadian clients invest in
segregated funds through a registered
retirement savings plan ("RRSP"). An RRSP is
similar to an individual retirement account, or
IRA, in the United States ini that contributions are
madle to the RREP on-a pre-tax basis and income
is earned on a tax-deferred basis. Our Common
Sense Funds™ are managed by AGF mnds one
of Canada's !e«zadmg investment management
ﬂrm& and a leading prov;der of our mutual fund
pmducts :

Fixed Indexed Annuities.  To expand our
investment and savings product offerings, we
entered intoan-agreement with The Lincoln
National Life Insurance Company to offer fixed
indexed annuity products, which we began
selling throughout the United States in January
2012, These products combine safety of
principal and guaranteed rates of return with
additional investiment options tied to the S&F
500 Index that allow for returns that may move
higher or lower based on the performance of the
index. We believe these and other fixed annuity
products give both our life and securiti e:s o
representatives more ways to assist our clients
with their retirement planning needs.

Fixed Annuities. We sell fixed annuities
underwritten by Metlife Investors USA Insurange
Company and its affiliates in the United

States. Our current offering includes a fixed
prerrium deferred annuity, a single premium
immediate annuity and a longevity income
guaranteed annuity. The fixed premium deferred
annuity-altows our clients to accumulate savings
on a tax deferred basis with safety of principal
and a guaranteed rate of return. The single
premium immediate annuity and longevity
income guaranteed annuity provide clients with
income alternatives during retirement. ’



Revenue and Sales Force Compensation.

In the United States, we earn revenue from our
investment and savings products business in
three ways: commissions earned on the sale of
such products; fees earned based upon client
asset values; and account-based revenue, On the
sale of mutual funds (non-managed accounts)
and annuities, we earn a dealer reallowance or
commission on new-purchases as well as trail
commissions on the assets held in our clients’
accounts, and we pay our sales representatives a
percentage of the dealer reallowance and trail
commissions we receive. Sales representatives
that qualify to offer managed accounts receive a
portion of the annual fee we receive as
compensation for as long as we retain the
account. We also receive marketing and support
fees from most of our fund providers. These
payments are typically a percentage of sales or a
percentage of the clients' total assetvalues, or a
combination of both.

We perform custodial services and receive fees
on a per-account basis for serving as a non-bank
custodian for certain of our clients' retirerment
plan accounts for certain of the funds offered in
the United States. We also perform
recordkeeping services for some of our select
U.S. fund companies and receive compensation
on a per-account basis for these services.
Because the total amount of these fees
fluctuates with the number of such-accounts, the
opening or closing of accounts has a direct
impact on our revenues. From time to time, the
fund companies for whom we provide these
services request that accounts with-small
balances be closed.

In Canada, we earn revenue from the sales of
our investment and savings products.in two
ways; commissions on mutual fund sales and
fees paid based upon clients’ asset values
(mutdal fund trail commissions, and asset
management fees from segregated funds and
Concert™ Series funds). On the sale of mutual
funds, we also earn a dealer reallowance or
commission. We pay a percentage of the dealer
reallowance and trail commissions we recejve
from mutual fund sales as compensation to-our
sales representatives. On the sale of segregated
funds, we earn a fee based on total asset value.

We pay our sales representatives a sales
commission on segregated fund sales and a fee
paid quarterly based on clients’ asset values.

Other Distributed Products

We offer other products,.including Primerica
DebtWatchers™, long-term care insurance,
prepaid legal services, auto and homeowners’
insurance referrals, and debt resolution referrals,
as well as mortgage loan referrals and insuranice
offerings for small businesses in Canada. While
many of these products are Primerica-branded,
all of them are underwritten or otherwise
provided by a third party.

We offer-our Primerica DebtWatchers™ product
in the United States and a very similar product in
three provinces in Canada. Primerica
DebtWatchers™ allows clients to create a
simple-to-understand plan for paying off their
debt and provides clients with periodic updates
of their credit score and other personal credit
information. Primerica DebtWatchers™ is co-
branded with and supported by a subsidiary of
Equifax Inc.

Werhave an afrangement with LTCl Partners, LEC
("LTCI Partners”), an independent brokerage
general agency-specializing in long term care
insurance, whereby our U.S. sales representatives
refer clients to LTCI Partners to receive a long
term care insurance quote. Many of these
policies are underwritten and provided by
Genworth Life Insurance Company and its
affiliates and some by various other insurance
providers. We receive commissions based on the
annualized premium of placed and taken
policies.

We offer our U.S. and Canadian clients a
Primerica-branded prepaid legal services
program on a subscription basis that is
underwritten and provided by Prepaid Legal
Services, Inc. The prepaid legal services program
offers a network of attorneys in each state,
province or territory 1o assist subscribers with
legal matters such as drafting wills, living wills
and powers of attorney, trial defense and motor
vehicle-related matters. We receive a
commission based on our sales of these
subscriptions.

Primerica 2012 Annual Report 21



We have an arrangement with Answer

Financial, Inc. ("Answer Financial), an
independent insurance agency, whereby our U5
sales representatives refer clients to Answer
Financial to receive multiple, competitive auto
and homeowners' insurance guotes. Answer
Financial's comparative quote process allows
clients to easily identify the underwriter that is
most competitively priced for their type of risk.
We receive commissions based on

completed auto and homeowners' insurance
applications and pay our sales representatives

a flat f@%&r fsi fea for each completed application.

We have an as'rangement with Freedom Financial
Network, LLC, an independent limited liability
company and its affiliates (collectively, "FEN"),
whereby our U.S. sales representatives refer
clients to FEN to receive solutions for resolving
unmanageable debt FFN's debt solutions
include a debt resolution program, whereby FEN
acts as the credit advocate for its clients by
negotiating discounts to resolve unsecured
debts and a federal income tax debt resolution
program. We receive fees from FEN based on
referred clients’ enrollments in FEN's unsecured
debt and tax resolution programs, and we pay
oursaies represertatives a scheduled fee with
respect to gualified enroliments.

InCanada, we have a referral program-for
mortgage loan products offered by a third party
lender, B2B Bank, through its affi AGF ‘{"rust
uwmmw 2 10 reguiamry requirements, our
sales repre tives in Canada only refer clients
to the lend j are not involved in the loan
application and g;:;smg process.

In Canada we offerinsurance products,
including supplemental medical and dental,
accidental death, and disability, to small
businesses. These insurance products are

underwritten §3rsv;dezd hy The Edge and its
aiw iates We receive a commission based on our
sales of thase policies and any subsequent
renewals.

We also offer student life and short-term
disability benefit insurance, which we Undervrite
through our New York insurance subsidiary,
NBLIC. These products are distributed. mlely by
outside third parties. 3
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Regulation

Qur operati om; are subject to exteﬂswe Sawx and
governmental regulations, including
administrative determinations, court decisions
and similar constraints. The purpose of the laws
dmi zequiai ions aﬁect;ng our operations is
primarily to protect our clients and other
consumers.and not our stockhol iders. Many of
the laws and regulations to which we are subject
are regularly re-examined, and existing or future
laws and regulations may become more
restrictive or otherwise adversely affect our
operations.

Insurance and securities regulatory authorities
periodically make inquiries regarding
compliance by us and our subsidiaries with
insurance, securities and other laws and
regulations regarding the conduct of our
insgrance and securities businesses. Atany given
time, a number of financial or market conduct
examinations of our subsidiaries may be
ongoing. We cooperate with such inquiries and
take corrective action when warranted.

Regulation of Our Insurance Business

Primerica Life, as a Massachusetts domestic
ingurer, is regulated by the Massachusetts
Division of Insurance ("Massachusetts DOL") and
is licensed to transact business in the United
States (except New York), the District of
Columbia and certain US, territories. NBLIC, as a
New York domestic insurer and a wholly owned
subsidiary of Primerica Life, is regulated by the
New York State Department of Financial Services
("NYSDFS" and is licensed to transact business
in all 50 states, the District of Columbia and the
U5 Virgin Islands. Peach Re, Inc. ("Peach Re"), as
a special purpose financial captive insurance
company domiciled in Vermont and a wholly
owned subsidiary of Primerica Life, is regulated
by the Vermont Department of Financial
Regulation ("Vermont DOI").

State insurance laws and regulations regulate all
aspects of our U.S, insurance business, Such
regulation is vested in state agencies having
broad administrative and, in some instances,
discretionary power dealing with many aspects



of our business, which may include, among other
things, premium rates and increases thereto,
reserve requirements, marketing practices,
advertising, privacy, policy forms, reinsurance
reserve requirements, acquisitions, mergers, and
capital adequacy.

Qur UL.S insurance subsidiaries are required to
file certain annual, quarterly and periodic reports
with the supervisory agencies in the jurisdictions
in which they do business; and their business
and accounts are subject to examination by such
agencies at any time. These examinations
generally are conducted under National
Association of Insurance Commissioners (“NAICY)
guidelines. Under the rules of these jurisdictions,
insurance companies are examined periodically
(generally every three to five years) by one or
more of the supervisory agencies on behalf of
the states in which they do business. Our most
recent insurance department examinations have
not produced any significant adverse findings
regarding any of our insurance subsidiaries.

Primerica Life Canada is federally incorporated
and provincially licensed. It transacts business in
all Canadian provinces and territories. Primerica
Life Canada is regulated federally by the Office
of the Superintendent of Financial Institutions
Canada ("OSFI") and provincially by the
Superintendents of Insurance for each province
and territory. Federal and provincial insurance
faws regulate all aspects of our Canadian
insurance business. OSFl regulates insurers’
corporate governance, financial and prudential
oversight, and regulatory compliance, while
provincial and territorial regulators oversee
insurers’ market conduct practices and related
compliance.

Our Canadian insurance subsidiary files quarterly
and annual financial statements prepared in
accordance with International Financial
Reporting Standards ("IFRS") and other locally
accepted standards with OSFLin compliance with
legal-and regulatory requirements. OSFI
conducts periodic detailed examinations of
insurers” business and financial practices,
including the control environment, internal and
external auditing and minimum capital
adequacy, surpluses and related testing,

legislative compliance and appointed actuary
requirements. These examinations also address
regulatory compliance with anti-money
laundering practices, outsourcing, related-party
transactions, privacy and corporate governance:
Provingial regu!atcrs conduct periodic market
conduct examinations of insurers doing business
in their jurisdiction.

In addition to federal and provincial oversight,
Primerica Life Canada is also subject to the
guidelines set out by the Canadian Life and
Health Insurance Association ("CLHIA"). CLHIA is
anindustry association that works closely with
federal and provincial regulators to establish
market conduct guidelines and sound business

‘and financial practices addressing matters such

as sales representative suitability and screening,
insurance illustrations and partially guaranteed
savings products,

The laws and regulations governing our U.S. and
Canadian insurance businesses include
numerous provisions governing the marketplace
activities of insurers; including policy filings,
payment of insurance commissions, disclosures,
advertising, product replacement, sales and
underwriting practices and complaints and
claims handling. The state insurance regulatory
authorities in the United States and the federal
and provincial regulators in Canada generally
enforce these provisions through periodic
market conduct examinations.

Inaddition, most U.S. states and Canadian

provinces and territories, as well as the Canadian
federal government, have laws and regulations
governing the financial condition of insurers,
including standards of solvency, types and
concentration of investments, establishment and
maintenance of reserves, reinsurance and
requirements of capital adequacy, and the
business conduct of insurers, including sales and
marketing practices, claim procedures and
practices, and policy form content. As discussed
previously, LU.S. state insurance law and Canadian
provincial insurance law also require certain
licensing of insurers and their agents.

Insurance Holding Company Regulation;
Limitations on Dividends. The states in which
our U.S: insurance subsidiaries are domiciled
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hiave enac slation and adopted

regulations regarding insurance holding
company systems. These laws require
regi istration of, and perigdic repotting by,
mumar:e ‘tompanies domiciled within the
itisdiction that control, or are controlled by,
i corporations or persons sooas to constitute
an insurance holding company system. These

laws also affect the acquisition of control of
insurance companies as well as transactions
between insurance companies and companies
controliing them.

The Parent Company is-a holding company that
has no significant operations. Qur primary asset
isthe capital stock of our subsidiaries, and our
primary y is $375.0 million in principal
amount of senior unsecured notes (the "Senior
Notes"). As a result, we depend on dividends or
other distributions from our insurance and other

subsidiaries as the principal source of cash to
meet ourobligations, including the payment of -
interest on, and repaymem of, principal of any
debt abligations. :

The states in which our U.S. insurance
subsidiaries are domiciled impose certain
restrictions on our insurance subsidiaries’ ability
1o pay dividends to us. In Canada, dividends can
be paid subject to the paying insurance
company's continuing compliance with
regulatory requirements and upon notice to
OSFL We determine the dividend capacity of our
insurance subsidiaries using statutory
accounting principles ("SAP") in the United
States and IFRS in Canada,

The following table sets forth the statutory value
of cash and securities dividends paid or payable
by our insurance subsidiaries:

Cash and Securities Dividends

~Paid or Payable
Year ended December 31,

2012 2011 2010

Primerica Life

(In thousands)

$150,000  $200,000 $1447,759

Prmpricabile Canatla

15,100 e 566754

Dividends paid by Primerica Life in 2012, 2011,
and 2010 required approval by the
Massachusetts DO and were deemed
extraordinary. For additional information on .
dividend capacity and restrictions, see Note 14
(Statutory Accounting and Dividend Restrictions)
to our consolidated and combined financial
statements;

Policy and Contract Reserve Sufficiency
Analysis.  Under the laws and regulations of
their jurisdictions of domicile, our U.S. insurance
subsidiaries are required to conduct annual
analyses of the sufficiency of their life insurance
statutory reserves. In addition, other U S.
jurisdictions in which our U.S. subsidiaries are
ii(:@n sad may have certain reserve requirements
that differ from those of their domiciliary
jutisdictions. In each case, a qualified actuary
must submit an opinion that states that the
aggregate statutory reserves, when considered
in i ight of the assets held with respect to such
eserves, make good and sufficient provision for

BN
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th&* associated contractual obligations and
elated expenses of the insurer. If such an
me ion cannot be provided, the affected insurer
must set up additional reserves by movmg funds
from surplus. Our U.S. insurance subsidiaries
most recently submitted these opinions without
qualification as of December 31, 2012 to
applicable insurance regulatory authorities.

Our Canadian insurance subsidiary also is
required to conduct regular analyses of the
sufficiency of its life insurance statutory reserves.
Life insurance reserving and reporting
requirements are ccmp’{et,ed by our Canadian
insurance subsidiary's appointed actuary.
Materials provided by the appointed actuary are
filed with OSFI as part of our annual filing and
are subject to OSFI's review. Based upon this
review, OSFI may institute remedial action
against our Canadian insurance subsidiary as
OSFl deems necessary. Qur Canadian insurance
subsidiary has not been subject to any such
remediation or enforcement by OSFL



Surplus and Capital Requirements. U.S.
insurance regulators have the discretionary
authority, in connection with the ongoing
licensing of our U.S. insurance subsidiaries, to
limit or prohibit the ability of aninsurer to issue
new policies If, in the regulators’ judgment, the
insurer is not maintaining a minimum amount of
surplus oris in hazardous financial condition.
Insurance regulators may also limit the ability of
an insurer to.issue new life insurance.policies
and annuity contracts above an amount based
upon the face amount and premiums of policies
of a similar type issued in the prior year. We do
not believe thatthe current or anticipated levels
of statutory surplus of our U.S. insurance
subsidiaries present a material risk that any such
regulator would limit the amount of new policies
that our U.S. insurance subsidiaries may issue.

The NAIC has established risk=based capital
(“RBC) standards for U.S: life insurance
companies, as well as a model act to be applied
at the state level. The model act provides that
life insurance companies must submit an annual
RBC report to state regulators reporting their
RBC based upon four categories of risk; asset
risk, insurance risk, interest rate risk and business
risk. For each category, the capital requirement
is determined by applying factors to various
asset, premium and reserve items, with the
factor being higher for those items with greater
underlying risk and lower for less risky items. The
formula is intended to be used by insurance
regulators as an early warning tool to identify
possible weakly capitalized companies for .
purposes of initiating further requlatory action. If
an insurer's RBC falls below specified levels, the
insurer would be subject to different degrees of
regulatory action depending upon the level:
These actions range from requiring the insurer
to propose actions to correct the capital
deficiency to placing the insurer under
regulatory control. As of December 31, 2012,
Primerica Life had statutory capital and surplus
in excess of the applicable regulatory thresholds.

In Canada, OSFI has authority to request an
insurer to enter into a prudential-agreement
implementing measures to maintain or improve
the insurer’s safety and soundness: QSFlalso
may issue orders to an insurer directing it to

refrain from unsafe or unsound practices or to
take action to remedy financial concerns. OSFI
has neither requested that our Canadian
insurance subsidiary enter into any prudential
agreement nor has OSFLissued any order
against our Canadian‘insurance subsidiary.

In Canada, OSFI oversees an insurer’s minimum
capital requirement and determines the sum of
capital requirements for five categories of risk:
asset default risk, mortality/morbidity/lapse risks,
changes in interest rate environment risk,
segregated funds risk and foreign exchange risk.
As of December 31, 2012, Primerica Life Canada
had statutory capital in excess of the applicable
regulatory thresholds.

NAIC Pronouncements and Reviews.
Although we and our insurance subsidiaries are
subject to state insurance regulation, in many
instances the state regulations emanate from
NAIC model statutes and pronouncements.
Certain changes to NAIC model statutes and
pronouricements; particutarly as they affect
accounting issues, may take effect automatically
without affirmative action by a given state. With
respect to some financial regulations and
guidelines; non-dormiciliary states sometimes
defer to the interpretation of the insurance
department of the state of domicile. However,
neither the action of the domiciliary state nor
theaction of the NAIC is binding on a hon-
domiciliary state. Accordingly, a non-domiciliary
state could choose to follow a different
interpretation. In addition, working groups
within the NAIC have studied whether to change
the accounting standards that relate to certain
reinsurance credits, and if changes were made,
whether they should be applied retrospectively,
prospectively only,; or.in a phased-in manner. A
reguirement to reduce the reserve credits-on
ceded business, if applied retroactively, would
have a negative impact on our statutory capital.
The NAIC is also currently working on reforming
state regulation in various areas, including
comprehensive reforms relating to insurance
reserves. :

The NAIC has established guidelines to assess
the financial strength of insurance companies for
U.S. state regulatory purposes. The NAIC
conducts annual reviews of the financial data of
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excused or deferred if it would threaten an
insurer’s own financial strength. In addition,
assessments may be partially offset by credits
againstfuture state premitim taxes:

Additional Oversight in Canada. In
connection with our corporate reofgamzatafm
we entered into an undertaking agreement with
QSFI pursuant to which we were subject to
ongoing obligations to provide OSFl with certain
information. We were also required to provide
OSFI with copies of our ﬁ?ings with the Securities
and Exchange Commission (the "SEC"), material
press releases and access to our senior officers
and auditors to discuss any concerns OSFl may
have concerning Primerica Life Canada. The
following items were exempt from the advance
notice commitment: (a) matters subject to
confidentiality and disclosure restrictions
imposed by governmental authorities and
(b) matters that management, acting in good
faith, deems would have an adverse effect on us.
The undertaking agfeement expired in March
2012, and:OSEEdid not require that itbe
renewed.

The Minister of Finance {Caﬁaéa} unéef the
Insurance L’“Qmpan'eq Act (Canada) approved our
indirect acquisition of Pri imerica Life Canada. The
Minister expects that a person /cﬁntmiing a
federal insurance company will provide ongoing
financial, managerial or operational support to
its subsidiary should such support prove
necessary. The Minister has required us to sign a
support principle letter, which provides, without
limiting the mop@ of the support principle f@"t‘f@r,
that this ongoing support may take the form of
additional capital, the provision of managerial
expertise or the provision of support in such
areas as risk management, internal control
systems and training. The provision of
the support principle fetter is intended o ensure
that the person controlling the federal insurance
company is aware of the importance and
relevance of the support principle in the
wm‘dwat"m of the application: However, the
etter does not create a legal obligation on our
;:;ari to provide the support.

Our Canadian insurance subsidiary is currently in
compliance with théa terms of the support
principle letter. :



Regulation of Our Investment and Savings
Products Business

PES Investments is registered with, and
regulated by, FINRA and the SEC. It is subject to
regulation by the Municipal Securities
Rulemaking Board (the “MSRB") with respect to
529 plans, by the Department of Labor ("DOLY)
with respect to certain retirement plans, and by
state securities agencies. PFS Investments
operates as an introducing broker-dealer and is
registered in all 50 states and with the SEC. As
such, it performs the suitability review of
investment recommendations in accordance
with FINRA requirements, but it does not hold
client accounts. U.S. client funds are held by the
mutual fund in which such client funds are.
invested or by MetLife in the case of variable
annuities. ;

The SEC rules and reqgulations that currently
apply to PFS Investments and our registered
representatives generally require that we make
suitable investment recommendations to our
customers and disclose conflicts of interest that
might affect the recommendations or advice we
provide. The Dodd-Frank Wall Street Reform and
Consumer ProtectionAct of 2010 (the "Dodd-
Frank Act”) gave the SEC the power to impose
on broker-dealers a heightened standard of
conduct (fiduciary duty) that is currently
applicable only to investment advisors. As
required by the Dodd-Frank Act, the SEC staff
submitted a report to Congress in 2010 in which
it recommended that the SEC adopt a uniform
fiduciary standard of conduct. The timing of any
future rulemaking is unclear.

In October 2010, the DOL published a proposed
rule (the "DOL Proposed Rule”) that would more
broadly define the circumstances under which a
person or entity may be considered a fiduciary
for purposes of the prohibited transaction rules
of Internal Revenue Code Section 4975 (“IRC
Section 4975"). Under IRC Section 4975, certain
types of compensation paid by third parties with
respect to transactions involving assets in
qualified accounts, including IRAs, may be
prohibited. In September 2011, the DOL
withdrew the DOL Proposed Rule, but has
indicated that it will re-propose a similar
fiduciary rule at a future date. If PFS Investments

and its securities-licensed representatives are
deemed to be fiduciaries under a rule similar to
the DOL Proposed Rule, our ability to receive
and retain certain types of compensation paid
by third parties with respect to both new and
existing assets in qualified accounts could be
significantly limited. Furthermore, our licensed
representatives could be required to obtain
additional securities licenses, which they may not
be willing or able to obtain. Due to the
uncertainty of present facts and circumstances,
we currently are unable to determine the impact,
if any, on our business, financial position or
results of operations. For more information, see
“Risk Factors.”

PES Investments is also approved as a non-bank
custodian under Internal Revenue Service (“IRS")
regulations and, in that capacity, may act as a
custodian or trustee for certain retirement
accounts, Our sales representatives who sell
securities products through PES Investments
(including, in certain jurisdictions, variable
annuities) are required to be registered
representatives of PFS Investments. All aspects
of PFS Investments’ business are regulated,
including sales methods and charges, trade
practices, the use and safeguarding of customer
securities, capital structure, recordkeeping, -
conduct and supervision of its employees.

In 2011, PFS Investments became an SEC-
registered investment advisar and, under the
name Primerica Advisors, began offering a
managed accounts, or mutual fund advisory,
program. In most states, our representatives are
required to obtain an additional license to offer
this program.

Primerica Shareholder Services, Inc. ("PSS") is
registered with the SEC as a transfer agent and,
accordingly, is subject to SEC rules and
examinations.

PESL Investments Canada is a mutual fund
dealer registered with and regulated by the
Mutual Fund Dealers Association of Canada (the
“MFDA"), the national self-regulatory
organization for the distribution side for the
Canadian mutual fund industry. It is also
registered with provincial and territorial
securities commissions throughout Canada. As a
registered mutual fund dealer, PFSL Investments
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Other Laws and Requlations

The USA Patriot Act of 2001 (the “Patriot Act))
contains anti-money laundering and financiat
transparency laws and mandates the
implerentation of various regulations applicable
to broker-dealers and other financial services
companies, including insurance cormpanies. The
Patriot Act seeks to promote cooperation among
financial institutions, regulators and law
enforcerment entities in identifying parties that may
be involved in terrorism or money laundering.

state laws and regulations
ial institutions, including msurance
wmpam ies, 2:{:’; protect the security and
confidentiality of consumer financial information
mzd o f;{}s’fy corsumers ab@u% their policies and

policies relating to protecting the %cuﬁy arel
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information and the electronic storage and
trangmission of such information. Congress and
state legislatures are expected to consider
atlditional legislation relating to privacy and
other aspects of cm}sz;méfiafcsrmétién

The Financial Consumer Agency of Canada
(“FCACY), a Canadian federal regulatory body, is
responsible for ensiiring that federally regulated
financial institutions, which include Primerica Life
Canada and PFSL Investments Canada, comply
with fedleral consumer protection laws and
regulations; voluntary codes of conduct and their
own public commitments. The Financial
Transactions and Reports Analysis Centre of
Canada ('FINTRAC") is Canada’s financial
intelligence unit. Its mandate includes ensuring
that entities subject to the Proceeds of Crime
(Money Laundering) and Terrorist Financing Act
comply with reporting, rfzccrdkeepmg and other
obligations unde{ that act. We are also subject o
pri varsy laws under the jurisdiction of federal and
provincial privacy commissioners, anti-money
laundering laws enforced by FINTRAC and OSFI,
and the consumer complaints provisions of
federal insurance laws under the mandate of the
FCAC, which requires insurers to belong to a
complaints ombud-service and file a copy of their
complaints handling policy with the FCAC,

Segment Financial and ﬁéogzayhic
Disclosures

We ha\m twWo prima ~y Q}pefdtlr‘tg segments == Term
Life Insurance and Investment and Savings
Products, The Term Life Insurance segrment
includes underwriting profits on our in-force book
of term life insurance policies, net of reinsurance,
which are underwritten by our [ife insurance
company subsidiaries. The Investment and Savings
Prodlucts segment includes mutual funds and
variable annuities distributed ti‘sfcugﬁ icensed
broker- d@mcr subsidiaries and includes segregated
funds, an individual annuity savings product that
we underwrite in C aﬂaéa through Primerica Life
Canada. We also have a Corporate and Other
Distributed Products segment, which consists
primarily of revenues and expenses related to the
distribution of non-core products, prepaid legal
services and various insurance products other than
our core term life insurance products.



See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations —
Results of Operations” and Note 2 (Segment
Information) to our consolidated and combined
financial statements for more information
concerning our domestic and international
operations and-our operating segments,

For information on risks relating to our Canadian
operation, see "Risk Factors” and "Ttem 7A.
Quantitative and Qualitative Information About
Market Risks — Canadian Currency Risk.”

Competition

We operate in a highly competitive environment
with respect to the sale of financial products
and, to a lesser extent, for retaining our more
productive sales representatives. Because we
offer several different financial products, we
compete directly with a variety of financial
institutions, such as insurance companies and
brokers, banks, finance companies; credit unions,
broker-dealers, mutual fund companies and
other financial products and services companies.

Competitors with respect to our termlife
insurance products consist both of stock and
mutual insurance companies, as well as other
financial intermediaries. Competitive factors
affecting the sale of life insurance products
include the level of premium rates, benefit
features, risk selection practices, compensation
of sales representatives and financial strength
ratings from ratings agencies such as A.M. Best.

In offering our securities products, our sales
representatives compete with a range of other
advisors, broker-dealers and direct channels,
including wirehouses, regional broker-dealers,
independent broker-dealers, insurers; banks, asset
managers, registered investment advisors, mutual
fund companies and other direct distributors. The
mutual funds that we offer face competition from
other mutual fund families and alternative
investment products, such as exchange traded
funds. Our annuity products compete with
products from numerous other companies.
Competitive factors affecting the sale of annuity
products include price; product features;
investment performance, commission structure,

perceived financial strength, claims-paying
ratings, service and distribution capabilities.

Information Technology

We built a sophisticated information technology
platform to support our clients, operations and
sales force, Located at our main campus in
Duluth, Georgia, our data centerhouses an
enterprise-class IBM mainframe that serves as
the repository for all client and sales force data
and operates as a database server for our
distributed environment. Our business
applications, many of which are proprietary, are
supported by application developers and data
center staff at our main campus. Our information
security team provides services that include
project consulting, threat management,
application and infrastructure assessments,
secure configuration management and
information security administration. This
infrastructure also supports a combination of
local and remote recovery solutions for business
resumption in the event of a disaster.

Employees

As of December 31, 2012, we had 1,758 full-time
employees in the United States and 213 full-time
employees in Canada. In addition, as of
December 31, 2012, we had 492 on-call
employees in the United States and 84 on-call
employees in Canada who provided services on
an as-needed hourly basis. None of our
employees is a member of any labor union, and
we have never experienced any business
interruption as a result of any labor disputes.

Available Information

We make available free of charge on our website
{wwiv.primerica.com) our annual reports on Form
10-K, quarterly reports on Form 10-Q, curfent
reports on Form 8-K and amendments 1o those
reports filed or furnished pursuant to
Section:13(a) or-15(d) of the Securities Exchange
Act'of 1934, as amended (the “Exchange Act”), as
soon as reasonably practicable upon filing such
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Information included on our websit

incorporated by reference into this annual report.

on Form 10-1 The Company's reports are also

Sﬁrgét; NE, Washington, DC 20549, on
their website at www.sec.gov, or by calling the
SEC at 1-800-5EC-0330,

Jtem 1A Risk Factors.

Risks ﬁeﬁated to Qur Distribution
Structure

re to Continue to Attract New
1in Sales Representatives or
Maintain the Licensing of Our
ssentatives Would Materially
ffect Our Business.

New sales representatives provide us with access
to riew clients, enable us to increase sales and
provide the next generation of successful sales
representatives. As is typical with distribution
businesses, we experience a high rate of
turnover among our part-time sales
representatives; which requires us to attract,
retain and motivate a large number of sales
representatives. Recruiting is performed by our
current sales fepresentdtives, andithe
eness of our recruiting is generally
ipon our reputation as a provider of
¢ and potentially lucrative income

miotivated to complete their training and
licensing requirements and to commit to selling
our products is largely dependent tpon the
effectiveness of our compensation and
promotional programs and the competitiveness
of such programs compared with other

panies, including other part-time business
apportunities,

new business opportunities and products
- generate sufficient interest to attract new
tivate them to become licensed sales

ves and maintain their licenses and

other new sales representatives, our business
would be materially adversely affected.

oL ives Here™

Furthermore, if we or any other businesses with
a similar distribution structure engage in
practices resulting in increased negative public
attention for our business, the resulting
reputational challenges could adversely affect
our ability to attract new recruits. Companies
such as ours that use independent agents to sell
directly to customers can be the subject of
negative commentary on website postings,
social media and other non-traditional media,
This negative commentary can spread inaccurate
or incomplete information about distribution
cornpanies in general or our company in
particular, which can make our recruiting more
difficult. :

Certain of our key RVPs have large sales
organizations that inc fude thousands of
downline sales representatives. These key RVPs
are responsible for attracting, motivating,
supporting and assisting the sales
representatives in their sales organizations. The
loss of one or more key RVPs together with a
substantial number of their sales representatives
for any reason could materially adversely affect
our financial results and could impair our ability
to attract new sales representatives.

There are a Number of Laws and
Requlations that Could Apply to Our
Distribution Model, Which Subject Us to
the Risk that We May Have to Modify Our
Distribution Structure.

In the past, c:ertam,d;strabutign models that use
independent agents to sell directly to customers
have been subject to challenge under various
taws, including laws relating 1o business
opportunities, franchising and unfair or
deceptive trade practices.

In general, state business opportunity and
franchise laws in the United States prohibit sales
of business opportunities or franchises unless
the seller provides potential purchasers with a
pre-sale disclosure document that has first been
filed with a designated state agency and grants
putchasers certain legal recourse against sellers
of business opportunities and franchises. In
Canada, the provinces of Alberta, Ontario, New
Brunswick and Prince Edward Island have



enacted legislation dealing with franchising;
which typically requires mandatory disclosure to
prospective franchisees.

We have not been, and are not currently, subject
to business opportunity laws because the
amounts paid by our new representatives to us:
(i) are less than the minimum thresholds set by
many state statGtes and (i) are not fees paid for
the right to participate in a business, but rather
are for bona fide expenses such as state-
required insurance examinations and pre-
licensing training. We have not been, and are
not currently, subject to franchise laws for similar
reasons. However, there is a risk that a
governmental agency or court could disagree
with our assessment or that these laws and
regulations could change. In addition, although
we do not believe that the Federal Trade
Commission (“"FTC")'s Business Opportunity Rule
applies to our company, it could be interpreted
in a manner inconsistent with our interpretation.
Becoming subject to business opportunity or
franchise laws or regulations could require us to
provide certain disclosures and regulate the
manner in which we recruit our sales
representatives that may increase the expense
of, or adversely impact our success in, recruiting
new- sales representatives and make it more
difficult for us to successfully attract and recruit
new sales representatives.

There are various laws and regulations that
prohibit fraudulent or deceptive schemes known
as pyramid schemes. In general, a pyramid
scheme is defined as an arrangement in which
new participants are required to pay a fee to
participate in the organization and then receive
compensation primarily for recruiting other
persons to participate, either directly or through
sales of goods or services that are merely
disguised payments for recruiting others. The
application of these laws and regulations to a
given set of business practices is inherently fact-
based and, therefore, is subject to interpretation
by applicable enforcement authorities. Our
representatives are paid by commissions based
on sales of our products and services to bona
fide purchasers, and for this and other reasons
we do not believe that we are subject to laws
regulating pyramid schemes. Moreover, our

representatives are not required to purchase any

of the products marketed by us. However, even
though we believe that our distribution practices
are currently: in compliance with, or exempt
from; these laws and requlations, there is a risk
that a governmental agency or court could
disagree with our assessment or that these laws
and regulations could change, which may
require us to cease our operations in certain
jurisdictions or result in other costs or fines.

There are also federal, state and provincial laws
of general application, such as the FTC Act, and
state or provincial unfair and deceptive trade
practices laws that could potentially be invoked
to challenge aspects of our recruiting of sales
representatives and compensation practices. In
particular, our recruiting efforts include
‘promotional materials for recruits that describe
the potential opportunity available to them if
they join our sales force. These materials, as well
as our other recruiting efforts and those of our
sales representatives, are subject to scrutiny by
the FTC and state and provincial enforcement
authorities with respect to misleading
statements, including misleading earnings claims
made 1o convince potential new recruits to join
our sales force. If claims made by us or by our
sales representatives are deemed to be
misleading, it could result in violations of the
FTC Act or comparable state and provincial
statutes prohibiting unfair or deceptive trade
practices or result in reputational harm.

Being subject to, or out of compliance with, the
aforementioned laws and regulations could
require us to change our distribution structure,
which could materially adversely affect our
business, financial condition and results of
operations.

There May be Adverse Tax and
Employment Law Consequences if the
Independent Contractor Status of Our
Sales Representatives is Successfully
Challenged.

Our sales representatives are independent
contractors who operate their own businesses. In

the past, we have been successful in defending
our company in various contexts before courts
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and governmental agencies against claims that.
our sales representatives should be treated like
employess. Although we believe that we have
properly cla | vur representatives as
independent contractors, there is nevertheless a
risk that the IRS or another authority will take a
different view, Furthermore; the fests f;@vem ng
the determination of whether an individual
considerad to be an independent contr ssz:mr o
anemployee are typically fact-sensitive and vary
from ;gfiaé; tion to jurisdiction. Laws and
ns that govern the status and
ssification of independent sales

The e“imzs;m“}t"an of workers as independent
5 has been the subject of federal
legislative aﬁnﬁé regulatory interest over the last
several years, with proposals being made that call
for greater scmf;mg of mdewndﬁm contractor.
classifications and greater penalties for companie
who wronaly classify workers as independent
contractors instead of employees. Thus far, none
of these proposals has been enacted by the federal
/mm«ss‘ﬁ The DOL recently reiterated its
fir sunicated in 2010 1o pursue
Jaking under the Fair Labor Standards Act
red to as “Right to Know” and is expected to
1 gathering information on the subject. If rules
mp@‘@& companies such as Primerica that
éem contractors may be required to

ormation about that status, inc|

tion was determined, an individual's rights
o rhaéiemge& his or her classification and
disclosures of all of the possible downsides (such
as lack of benefits, lack of pay protections under
the Fair Labor Standards Act etc) of being
categorized as an independent contractor. The U.S.
House of Representatives has threatened o bay

aaf s&sh as uﬁy am:i ;fu;émak ng, butitis

states are considering similar efforts. We cannot
predict the outcome of these legislative and
regulatory efforts, but the topic of independent
contractor classification seems likely to remain

al, state ot prc:vimiaixautrwrity enacts
or adopts regulations that change the

£5 Fraptlon bives Here™

mannet in which employees and independent
contractors are classified or makes any adverse |
determination with respect to some or all of our
ndependﬁnt contractors, we could incur
significant costs in compl ymg with suih laws and
r@gguiat ons, ncludmg in respect of tax
withholding, social security paymgﬁfs and
recordkeeping, or we may be required to modify
our business model, any of which could have a
material adverse effect on our business, financial
conditionand results of Q?era’nans In addition,
there is the risk that we may be sub;@f:t to
significant monetary liabilities aris ﬁg from fines
ijiﬁdgm@nt% as a result of any such actual or
alleged non-compliance with federal, state, or
provincial tax or employment laws or with
respect to any applicable employee benefit plan.

Our or Our Sales Representatives’ Violation
of, or Non-Compliance with, Laws and
Regulations and the Related Claims and
Proceedings Could Expose Us to Material
Liabilities.

Extensive federal, state, provincial and territorial
laws regulate our products and our relationships
with our clients, imposing certain requirements
that our sales representatives must follow. At
any given time, we may have pending state,
federal or provincial examinations or inquiries of
our investment and savings prezducts and
insurance businesses. In addition to imposing
requirements that representatives must follow in
their dealings with clients, these laws and
regulations generally require us to maintain a
w,y&tem of supervision to at’tem;:ift@ ensure that
our sales representatives comply with the
requirements to which they are sub_;ect We hHave
developed policies and procedures to comply
with these laws and regulations. However,
j&*Sp ite these compliance and supervisory
efforts, the breadth of our operations and the
broad regulatory fequsremeﬁts could resu tin
overs ght failures and instances of non-
compliance or misconduct on the part of our
sales rtsprexentats\ws

From time to time, we are Gubﬁa(f to private
litigation as a result of alleged misconduct by



our sales representatives. Examples include
claims that a sales representative’s failure to
disclose underwriting-related information
regarding the insured onan insurance
application resulted in the denial of a life
insurance policy claim, and with respect to
investment and savings products sales, errors or
omissions that a representative made in
connection with an account. In addition to the
potential for non-compliance with laws or
misconduct applicable to our existing product
offerings, we could experience similar regulatory
issues or litigation with respect to new products,
such as debt resolution referrals. Non-
compliance or misconduct by our sales
representatives could result in adverse findings
in either examinations or litigation and could
subject us to sanctions, monetary liabilities,
restrictions on or the loss of the operation of our
business, claims against us or reputational harm,
any of which could have a-material adverse
effect on our business, financial condition and
results of operations.

Any Failure to Protect the Confidentiality of
Client Information Could Adversely Affect
Our Reputation and Have a Material
Adverse Effect on Our Business, Financial
Condition and Results of Operations.

Pursuant to federal laws, various federal
agencies have established rules protecting the
privacy and security of personal information. In
addition, most states and some provinces have |
enacted laws, which vary significantly from
Jjurisdiction to jurisdiction, to safequard the
privacy and security of personal information.
Many of our sales representatives and
employees have access to, and routinely process,
personalinformation of clients through a variety
of media, including the Internet and software
applications. We rely on various internal
processes and controls to protect the
confidentiality of client information that is
accessible to, orin the possession of; our
company, our employees-and our sales
representatives. It is possible that a sales
representative or employee could, intentionally
orunintentionally, disclose or misappropriate
confidential client information. If we fail to

maintain adequate internal controls or if our
sales representatives or employees fail to
comply-with: our policies and procedures,
misappropriation orintentional or unintentional
inappropriate disclosure or misuse of client
information could occur. Such internal control
inadequacies or non-compliance could
materially damage our reputation-or lead to civil
of criminal penalties, which, in turn, could have a
material adverse effect:on our business, financial
condition and results of operations.

Risks Related to Our Insurance Business
and Reinsurance

We May Face Significant Losses if Our
Actual Experience Differs from Our
Expectations Regarding Mortality or
Persistency.

We set prices for life insurance policies based
uponexpected claim payment patterns derived
from assumptions we make about the mortality
rates, or likelihood of death, of our policyholders
in any given year. The long-term profitability of
these products depends upon how our actual
mortality rates compare to our pricing
assumptions. For example, if mortality rates are
higher than those assumed in our pricing
assumptions, we could be required to make
more death benefit payments under our life
insurance policies or to make such payments
sooner than we had projected, which may
decrease the profitability of our term life
insurance products and result in an increase in
the cost of our subsequent reinsurance
transactions.

The prices and expected future profitability of our
life insurance products are also based, inpart,
upon assumptions related to persistency. Actual
persistency that is lower than our persistency
assumptions could have an adverse effect on
profitability, especially in the early years of a
policy, primarily because we would be required to
accelerate the amortization of expenses we
deferred in connection with the acquisition of the
policy. Actual persistency that is higher than ocur
persistency assumptions could have an adverse
effect on profitability in the later years of a block
of policies because the anticipated claims
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igher in these later years. If actual

persistency is significantly different from that
assumed in our pricing assumptions, our reserves.
for future policy benefits may prove to be
inadequate. We are precluded from adjusting
premiums on otr in-force business during the
initial term of the policies, and our ability to
e’sﬁjus‘{ premiums on in-force business after the

inttial policy term is limited to the maximum
premium fates in the policy.

Our assumptions and estimates regarding
mortality and persistency require us to make
numerous judgments and, therefore, are
inherently uncertain. We cannot determine with
i the actual persistency or ultimate
at we will pay for actual claim
2 block of policies, the timing of
those payments, or whether the assets
supporting these contingent future payment
f}b!éga“&f’%ﬁ will increase to the levels we
estimate before payment of claims. If we
conclude that our reserves, together with future
premiums, are insufficient to cover actual or
expected claims payments and the scheduled
amortization of our deferred policy acquisition
costs ("DACY) assets, we would be required to
first accelerate our amortization of the DAC
assets and then increase our reserves and incur
income statement charges for the period in
which we make the determination, which could
materially adversely affect our business, financial
mﬂdmm and results of operations.

ce of a Catastrophic Event
, ly Adversely Affect Our
ial Cond and Results

S

Our insurance eperaﬁsm are expused to the risk
of catastrophic events; which could cause a large
rmmi’}er af ;::ferﬁati;:re dea?:}‘za Q§ our “mw‘f&dﬁ A

Vo atmty g ngl ?;f}aacm ma?kms and d1< rupt
the economy. Although we have ceded a

material adverse effect on our business, financial
ition and results of operations. Claims

resulting from a catastrophic event could cause

substantial volatility in our financial results for
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any quarter or year and could also materially
harm the financial condition of our reinsurers,
which would increase the probability of default
on reinsurance recoveries. Our ability to write
fiew business could also be adversely affected,

In addition, most of the jurisdictions in which our
insurance subsidiaries are admitted to transact
business :equ re life insurers é@zﬁg business

within the jurisdiction to participate in guaranty
associations, which raise funds to pay 4
contractual benefits owed pursuant to insurance
pi::si cies issued by impaired, insolvent or failed

ssuers. It is possible that a catastrophic event
could require exframaﬁn*xary assessments on our
insurance companies, which could have a
material adverse effect on our business, fnamﬁ:mi
condition amd results af operations.

Our Insurance Business is Highly
Requlated, and Statutory and Regulatory
(hamc es May Materia ially Adverﬁ@ by A;?ed

it Business, Financial Condition and
;\@sm of Operations.

Life insurance statutes and regulations are.
generally designed to protect the interests of
the public and policyholders. Those interests
may conflict with the interests of our
stockholders. Currently, in the United States, the
power to regulate insurance resides almost
exclusively with the states. The laws of the
various U.S. jurisdictions grant state insurarice
reguiatcwrs broad powers to regulate almost all
aspects of our insurance business. Much of this
state regulation fo!!ow«; model statutes or
regulations developed or amended by the NAIC,
which is composed of the insurance
commissioners of each U.S, jurisdiction. The
NAIC re-examines and amends existing model
laws and regulations (including holding
company regulations) in addition to determining
whether new ones are needed.

The t1s Cengr@sg continues to examine the
current condition of U.S. state-based insurance
regulation to determine whether to impose
federal regulation and to allow optional federal
insurance company incorporation. The Dodd-
Frank Act created an Office of Federal Insurance
Reform that was authorized to, among other



things, study methods to modernize and
improve insurance regulation, including
uniformity and the feasibility of federal
regulation. We cannot predict with certainty
whether, or in what form, reforms will be
enacted and, if so, whether the enacted reforms
will materially affect our business. Changes in
federal statutes, including the Gramm-Leach-
Bliley Act and the McCarran-Ferguson Act,
financial services requlation and federal taxation,
in addition to changes to state statutes and
regulations, may be more restrictive than current
requirements or may result in higher costs, and
could materially adversely affect our business,
financial condition and results of operations.

The Company is currently undergoing a Multi-
State Treasurer Unclaimed Property Audit by 13
jurisdictions and Department of Insurance
Claims and Unclaimed Property Audit of
Primerica Life and National Benefit Life by six
jurisdictions. Additionally, the State of West
Virginia Treasurer has sued Primerica Life and
matty other insurance companies, alleging
violations of the West Virginia unclaimed
property act. Neither the audits nor the litigation
have proceeded beyond initial notifications and
we cannot predict with certainty the effect they
may have on the conduct of our business,
financial condition and results of operations.

Provincial and federal insurance laws regulate all
aspects of our Canadian insurance business.
Changes to provincial or federal statutes and
regulations may be more restrictive than current
requirements or may result in higher costs,
which could materially adversely affect our
business, financial condition and results of
operations. If OSFI determines that our
corporate actions do not comply with applicable
Canadian law, Primerica Life Canada could face
sanctions or fines, and Primerica Life Canada
could be subject to increased capital
requirernents or other requirements deermed
appropriate by OSFL

We received approval from the Minister of
Finance (Canada) under the Insurance
Companies Act (Canada) in connection with our
indirect acquisition of Primerica Life Canada. The
Minister expects that a person controlling a

federal insurance company will provide ongoing
financial, managerial or operational support to
its subsidiary should such support prove
necessary, and has required us to'sign a support
principle letter to that effect. This ongoing
support may take the form of additional capital,
the provision of managerial expertise or the
provision of support insuch areas asrisk
management, internal control systems and
training. However, the letter does not create a
legal obligation on the part of the personto
provide the support. In the event that OSFI
determines Primerica Life Canada is not
receiving adequate support from us under
applicable Canadian law, Primerica Life Canada
may be subject to increased capital
requirements or other requirements deemed
appropriate by OSFL

If there were to be extraordinary changes to
statutory or regulatory requirements in the
United States or Canada, we may be unable to
fully comply with or maintain all required
insurance licenses and approvals. Regulatory
authorities have relatively broad discretion to
grant, renew and revoke licenses and approvals:
If we do not-have all requisite licenses and
approvals, or do not comply with applicable
statutory and regulatory requirements, the
regulatory authorities could preclude or
temporarily suspend us from carrying on some

-or all of our insurance activities or impose fines

or penalties on us, which could materially
adversely affect our business, financial condition
and results of operations. We cannot predict
with certainty the effect any proposed or future
legislation or requlatory initiatives may have on
the conduct of our business.

A Decline in the Regulatory Capital Ratios
of Our Insurance Subsidiaries Could Result
in Increased Scrutiny by Insurance
Regulators and Ratings Agencies and Have
a Material Adverse Effect on Our Business,
Financial Condition and Results of
Operations.

Each of our U.S. insurance subsidiaries is subject to
RBC standards (imposed under the laws of its
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establishes ﬁag:;iia? requirements relating to
insurance, business, asset and interest rate risks.
Our LS. insurance subsidiaries are required to
report their results of RBC caleulations annually to
the applicable state department of insurance and
the NAIC Our Canadian life insurance subsidi a{y
subject to minimum continuing capital and surplus
requirerments (“MCCSRY), and Tier 1 capital ratio
requirements, and is required to provide its
MC*I:%%? and Tier 1 capital ratio calculations to the
“anadian regulators The capitalization of our
subsidiaries is maintained at levels in
effective minimum requirements. of
he United States and OSFLin Canada.
; fsmmwry capital and surplus
amonts and RBC and MCCSR ratios may increase
or decrease depending on a variety of factors,
including the amount of statutory income of 3&3‘2@‘5
generated by our insurance subsidiaries (which
sensitive 1o equity and credit market condit @r‘w}
the amount of additional capital our insurance
subsidiaries must hold to support business growth,
changes in their reserve requirements, the value of
“&rizeam fixed-income and equity securities in their
tment portfolios, the credit ratings of
held in their portfolios, the value of
tive instruments, changes in interest
’}ark’st m at'ﬁ?y, chaﬁgeg “ﬁ consumer

»@m:n
rates ¢
behavior, ¢
formul {
the "e outside c:s’r“ our mntml

Our financial strength and credit ratings are
significantly influenced by the statutory surplus.
amounts and RBC and MCCSR ratios of our
insurance company subsidiaries. Ratings
agericies may change their internal models,
effectively increasing or-decreasing the amount
of stalutory capital our insurance subsidiaries
must hold to maintain their current ratings. In
addition, ratings agencies may downgrade the
invested assets held in our portfolio, which could
result in a reduction of their capital and gurgﬁus
{ hanw:’f; in statutory accounting principles could
srsely sm;:aaa: ourinsurance subsidiaries’
a&x w to et minimum RBC, MCCSR and
capital and 5urp us requirements. There
ance that our insurance wbsndaan%

& Freddorbives Here™

will not need additional capital or, if needed,
that we will be able to provide it to maintain the
targeted RBC and MCCSR levels to wppcﬁ their
business operations.

The failure of any of our insurance subsidiaries
to meet its applicable RBC. and MCCSR
requirements or minimurn capital and surplus
requirements could subject it to further
examination or corrective action imposed by
insurance regulators, including limitations on its
ability to write additional business, supervision
by regulators or seizure or liquidation. Any
corrective action imposed could have a material
adverse effect on our business, financial
condition and results of operations. A decline in
RBC or MCCSR also limits the ability of our
insurance subsidiaries to pay dividends or make
distributions and could be a factor in causing
ratings agencies to downgrade the financial
strength ratings of all our insurance subsidiaries,
Such downgrades would have an adverse effect
on our ability to write new insurance business
and, therefore, could have a material adverse
effect on our business, financial condition and
results of operations. -

We May be Unable to Qedep oy Capita
Through Reserve Financing T anaémon.,,

Certain state regulators, as well as the NAIC,
have been reviewing the use of captive .
insurance companies for the purpose of -
redundant reserve financing transactions, and it
is uticertain whether state regulators will
continue to approve such transactions going
forward. As a result, Primerica Life may not be
able to redeploy capital to the Parent Company
through reserve financing transactions in the
future.

A Ratings Downgrade by a Ratings
Organization Could Materially Adversely
Affect Our Business, Financial Condition
and Results of Operations.

Each of our insurance subsidiaries, with the -
exception of Peach Re, has been assigned a
financial strength rating by AM. Best. Primerica -



Life currently also has an-insurer financial
strength rating from Standard & Poor’s, Moody's
and: Fitch, NBLIC, Primerica Life Canada, and
Peach Re are not rated by Standard & Poor’s,
Moody's or Fitch:

The financial strength ratings of our insurance
subsidiaries are subject to periodic review using,
among other things, the ratings agencies’
proprietary capital adequacy models, and are
subject to revision or withdrawal at any time.
Insurance financial strength ratings are directed
toward the concerns of policyholders and are
not intended for the protection of stockholders
or as a recommendation to buy, hold or sell
securities. Our financial strength ratings will
affect our competitive position relative to other
insurance companies. If the financial strength
ratings of our insurance subsidiaries fall:-below
certain levels, some of our policyholders may
move their business to our competitors: In
addition; the models used by ratings agencies to
determine financial strength are different from
the capital requirements set by insurance
regulators.

Ratings organizations review the financial
performance and financial conditions of
insurance companies, and provide opinions
regarding financial strength, operating
performance and ability to meet obligations to
policyholders. A downgrade in the financial
strength ratings of any of ourinsurance’
subsidiaries, or the announced potential for a
downgrade, could have a material adverse effect
on our business, financial condition and results
of operations, including by:

« _reducing sales of insurance products;

+adversely affecting our relationships with
oursales representatives;

+ materially increasing the amount of policy
cancellations by our policyholders;

+ requiting us to reduce prices to remain
competitive; and

« adversely affecting our ability to obtain
reinsurance at reasonable prices or at all.

If the rating agencies or regulators change their
approach to financial strength ratings and

statutory capital requirements, we may need to
take action to maintain current ratings and
capital adequacy ratios, which could have a
material-adverse effect on our business, financial
condition and results of operations.

In addition to financial strength ratings of our
insurance subsidiaries, the Parent Company
currently has investment grade credit ratings
from Standard & Poor’s, Moody's, and AM. Best
for its senior unsecured debt. These ratings are
indicators of a debt issuer’s ability to meet the
terms of debt obligations and are important
factors in its ability to access liquidity in the debt
markets. A rating downgrade by a rating agency
can occur at any time if the rating agency
perceives an adverse change in our financial
condition, results of operations or ability to
service debt. If such a downgrade occurs, it
could have a material adverse effect on our
financial condition and results of operations in
many ways, including adversely limiting our
access to capital in the unsecured debt market
and potentially increasing the cost of such debt.

Credit Deterioration in, and the Effects of
Interest Rate Fluctuations on, Our Invested
Asset Portfolio Could Materially Adversely
Affect Our Business, Financial Condition
and Results of Operations.

A large percentage of our invested asset
portfolio is invested in fixed-income securities.
As a result, credit deterioration and interest rate
fluctuations could materially affect the value and
earnings of our invested asset portfolio. Fixed-
income securities decline in value if there is no
active trading market for the securities or the
market's-impression of, or the ratings agencies’
views on, the credit quality of an issuer worsens.
During periods of declining market interest -
rates, any interest income we receive on variable
interest rate investments would decrease, and
we would be forced to invest the cash we
receive as interest, return of principal on our
investments and cash from operations in lower-
yielding, high=grade instruments or.in lower-
credit instruments to maintain comparable
returns. Issuers of fixed-income securities could
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alsa decide to prepay their obligatio
borrow at lower market rates, which would
increase our reinvestment risk. If interest rates
generally increase, the market value of our fixed
rate income portfolio decreases. Additionally, if
the market value of any security in our invested
asset gacfifske decreases, we may realize losses
if we deem the value of the security to be other-
than-temporarily impaired. To the extent that
any fluctuations in fair value or interest rates are
significant or we recognize impairments that are
material, it could have a material adverse effect
on our business, financial condition and results
of operations. :

i Investments and the
i u% Wh@tmr Dedline in the
s of our Imveatt, ets rs Other-

That May Prove té}j be Incorrect.

5. GAAP requires that when the fair value of
a:my of our invested assets declines and such
decline is fie.emed to be Q‘t%@erwt?%af\}wtem;;c}rgsry,

?:3:?343@ on certain criteria in é;%w per Qd
i:h determination is made. Determining
value of certain invested assets,
;.sar’szat.ssa; ty those that do not trade on a regular
basis, requires an assessment of available data
and the use of assumptions and estimates. Once
it is determined that the fair value of an asset is
below its carnying value, we must determine
whether the decline in fair value is other-than- .
temporary, which is based on subjective factors
volves a variety of assumptions and

There are certain risks and uncertainties
associated with determining whether declines in
market value are other-than-temporary. These
include significant {%aﬁges ifi general economic
conditions and business markets, trends in

certain industry segments, interest rate
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fluctuations, rating agency actions, chamge& in
significant accounting estimates and
assumptions and legislative actions. In the case
of mortgage- and asset-backed securities, there
is added uncertainty as to the petformance of
the underlying collateral assets. To the extent
that we are incorrect in our détefmmatim of the
fair value of our investment securities or our
determination that a decline in theirvalue is
other-than-temporary, we may realize losses
that never actually materialize or may fail to
recognize losses within the appropriate
reporting period. /

The Failure by Any of Our Reinsurers 1o
Perform lts Obligations to Us Could Have a
Material Adverse Effect on Our Business,
Financial Condition and Results of
Operations.

We extensively use reinsurance in the United
States to diversify our risk and to manage our
logs exposure to mortality risk. Reinsurance does
not relieve us of our direct liability to our
policybolders, everr when the reinsurer is liable
to us. We, as the insurer, are required to pay the
full amount of death benefits even in
circumstances where we are entitled to receive
payments from the reinsurer. Due to factors such
as insalvency, adverse underwriting results or
inadequate investment returns, our reinsurers.
rnay not be able to pay the amounts they owe:
us on a timely basis or at all. Further, reinsurers
might refuse or fail to pay losses that we cede to
them or might delay payment. Since death
benefit claims may be paid long after a policy is
issued, we bear credit risk with respect to our
reinsurers. The creditworthiness of our reinsurers
may change before we can recover amounts to
which we are entitied, Any such fallure to pay by
our reinsurers could have a material adverse
effect on our business, financial condition and
results of operations.



The Failure by the Affiliates of Citigroup
Who are Parties to the Citigroup
Reinsurance Transactions to Perform Their
Obligations to us Under Our Coinsurance
Agreements Could Have a Material
Adverse Effect on Qur Business, Financial
Condition and Results of Operations.

Immediately prior to the IPO, we entered- into
four coinsurance agreements with three
reinsurer affiliates of Citigroup pursuant to
which we ceded between 80% and 90% of the
risks and rewards of our term'life insurance
policies that were in force at year-end 2009.
Under this arrangement, our current third-party
reinsurance agreements remain in place. The
largest of these transactions involved two
coinsurance agreements between Primerica Life
and Prime Reinsurance Company, Inc. ("Prime
Re"), then a wholly owned subsidiary of
Primerica Life. Pursuant to these reinsurance
agreements, we distributed to Citigroup all of
the issued and outstanding common stock of
Prime Re, Prime Re was formed solely for the
purpose of entering into these reinsurance
transactions, had no operating history at the
time the coinsurance agreements were executed
and does not possess a financial strength rating
from any rating agency. The other transactions
were between (i) Primerica Life Canada and
Financial Reassurance Company 2010 Ltd,, a
Bermuda reinsurer and wholly owned subsidiary
of Citigroup, formed to operate solely for the
purpose of reinsuring Citigroup-related risks and
(i) NBLIC and American Health and Life
Insurance Company ("AHL"), a wholly owned
insurance subsidiary of Citigroup that has a
financial strength rating of "A” by A\M. Best.
Each of the three reinsurers entered into trust
agreements with our respective insurance
subsidiaries and a trustee pursuant to which the
reinsurer placed assets (primarily treasury and
fixed-income securities) in trust for-such
subsidiary’s benefit to secure the reinsurer’s
obligations to such subsidiary. Each such
coinsurance agreement requires each reinsurer
to.maintain assets in trust sufficient to give the
subsidiary full credit for regulatory purposes for
the insurance, which amount will not be less

than the amount of the reserves for the
reinsured liabilities. In addition, in the case of the
reinsurance transactions between Prime Re and
Primetrica Life, Citigroup has agreed in a capital
maintenance agreementto maintain Prime Re's
RBC above a specified minimum level, subject to
a‘maximum amount being contributed by
Citigroup: Inthe case of the reinsurance
transaction between NBLIC and AHL, Citigroup
has agreed to over-collateralize the assets in the
trust for NBLIC for the life of the coinsurance
agreement between NBLIC and AHL.
Furthermore, our insurance subsidiaries have the
right to recapture the business upon the
occurrence of an event of default under their
respective coinsurance agreement with the
Citigroup affiliates subject to any applicable cure
periods. An event of default includes: (1) a
reinsurer insolvency, (2) failure through the fault
of the reinsurer to provide full statutory financial
statement credit for the reinsurance ceded, (3) a
material breach of any covenant, representation
orwarranty by the reinsurer, (4] failure by the
reéinstrer to fund the trust account required to
be established under the coinsurance
agreements in-any material respects; or (5) in
connection with the coinsurance agreements
with Prime Re, failure by Citigroup to maintain
sufficient capital in the reinsurer, pursuant to the
capital maintenance agreement between
Citigroup and the reinsurer within 45 calendar
days of any demand for payment by or on
behalf of Primerica Life, and any 45-day
extension thereof as consented to by Primerica
Life, which consent may not be unreasonably
conditioned, delayed or withheld, for a total of
not more than 90 days to obtain such consent;
provided that Primerica Life is not required to
consent to extend such period beyond an
additional 45 days. While any such recapture
would be at rio cost to us, such recapture would
result in a substantial increase in our insurance
exposure and require us-to be fully responsible
for the management of the assets set aside to
support statutory reserves. The type of assets we
might obtain as a result of a recapture may not
be as liquid as our current invested asset
portfolioand could result in an unfavorable
impact on our risk profile.
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There is no assurance that the relevant Citigroup
reinsurer will pay the reinsurance obligations
owed to us now or in the future or that it will
pay these obligations on a timely basis.
Notwithstanding the capital maintenance
agreement between Prime Re and Citigroup and

vitial over-collateralization of assets in trust
for the bepefit of our insurance companies, if
ay of the Citigroup reinsurers becomes

sivent the amountin the trust account to

support the obligations of such reinsurer is

icient to pay such reinsurer’s obligations to

| we fail to enforce our right to recapture

the business, it could have a material adverse
effect on our business, financial cot ’iditmﬁ and
results of operations.

Risks Related to Our Investments and

Savings Products Business

i Annuity Produc
iy Small Nurmber

ship with
> @f Th@se ?wﬂd L,c:m gisa nies or
e of Our Annuity Products,
iness, Financ 1al Condition and
May be Materially

1 our feiai:i i‘aships with a small group of
Wutugﬁ funid and annuity companies. A decision
by one or more of these companies to alter or
discontinue th rrent arrangements with us
ialiy adversely affect our business,

, on and results of Q}pﬂm‘afms In
it ﬂy of surinvestment and savings
achieve satisfaciory investment
rmance, our clients may seek higher
vielding rnative investment products and we
could e ence higher redemption rates. in
such d stances, we may also experie :
»ai!mm ions of existing client assets and ir creased
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allocations of new assets to investment and
savings products with higher investment returns,
which ultimately results in changes in our mix of
business. Since different investment and savings
praducts have different revenue and expense
characteristics, such changes could have
significant negative consequences for us.

In recent years there has been an increase in the
popularity of alternative investments, which we
do not currently offer, prmc;gai y index funds
and exchange traded funds. These investment
options typically have low fee structures and
provide some of the attributes of mutual funds,
such as risk diversification. If these products
continue to gain traction among our client base
as viable alternatives to mutual fund
investments, our investment and savings
products revenues could decline,

In addition 1o sales commissions and asset-
hased compensation, a portion of our gamings
from investment and savings prcduf:ts comes
from recordkeeping services that we provide to
third parties and from fees earned for cu&fmzai
setvices that we provide to clients with
retirement plan accounts in the funds of ih@s&
mutual fund companies. We also receive revenue
sharing payments from each of these mutual
fund companies. A decision by one or more of
these fund companies to alter or discontinue
their current arrangements with us would
matenaﬂy adversaly affect our buﬁmﬁss fmcmmai

Qur or Qur Securities-Licensed Sales
Representatives Violations of, or Mon-
Compliance with, Laws and Regulations
Could Expose Us to Material Liabilities.

Oursubsidiary broker-dealer-and registered
investment advisor, PES Investments, is subject
to-federal and state regulation of its securities
business. These requlations cover sales practices,
trade suitability, supervision of registered
representatives, recordkeeping, the conduct and
qualification of officers and employees, the rules
and regulations of the MSRB and state blue sky
regulation. Investment advisory represenitatives



are generally held to a higher standard of
conduct than registered representatives. Our
subsidiary, PSS, is a registered transfer agent
engaged in the recordkeeping business and is
subject to SEC regulation. Violations of laws or
regulations applicable to the activities of PFS
Investments or PSS, or violations by a third party
with which PFS Investments or PSS contracts
which improperly performs its task,-could subject
us to disciplinary actions and could result in the
imposition of cease and desist orders, fines or
censures, restitution to clients, disciplinary
actions, including the potential suspension or
revocation of its license by the SEC, or the
suspension or expulsion from FINRA and
reputational damage, which could materially
adversely affect our business, financial condition
and results of operations.

Our Canadian-dealer subsidiary, PFSL
Investments Canada and its sales representatives
are subject to the securities laws of the
provinces and territories of Canada in which we
sellour mutual fund products and those of third
parties and to the rules of the MFDA, the self-
regulatory organization governing mutual fund
dealers. PFSL Investments Canada is subject to
periodic review by both the MFDA and the
provincial and territorial securities commissions
to assess its compliance with, among other
things, applicable capital requirements and sales
practices and procedures. These regulators have
broad administrative powers, including the
power to limit or restrict the conduct of our
business for failure to comply with applicable
laws or regulations. Possible sanctions that could
be imposed include the suspension of individual
sales representatives; limitations on the activities
in which the dealer may engage, suspension or
revocation of the dealer registration, cénsure or
fines, any of which could materially adversely
affect our business; financial condition and
results of operations.

If Heightened Standards of Conduct or
More Stringent Licensing Requirements,
Such as Those Proposed by the SEC and
Proposed and Withdrawn by the DOL, are
Imposed onUs or Our Sales

Representatives or Selling Compensation is
Reduced as a Result of New Legislation or
Regulations, it Could Have a Material
Adverse Effect on Our Business, Financial
Condition and Results of Operations.

Our U.S. sales representatives are subject to
federal and-state regulation as well as state
licensing requirements. PFS Investments, which
is regulated as a broker-dealer, and our U.S.
sales representatives are currently subject to
general anti-fraud limitations under the
Securities Exchange Act of 1934, as amended
(the "Exchange Act”) and SEC rules and
regulations, as well as other conduct standards
prescribed by FINRA. These standards generally
require that broker-dealers and their sales
representatives disclose conflicts of interest that
might affect the advice or recommendations
they provide and require them to make suitable
investment recommendations to their
customers. In January 2011 under the authority
of the Dodd-Frank Act, which gives the SEC the
power to impose on broker-dealers a
heightened standard of conduct that is currently
applicable only to investment advisers, the SEC
staff submitted a report to Congress in which it
recommended that the SEC adopt a fiduciary
standard of conduct for broker-dealers that is
uniform-with that of investment advisors.
However, the rulemaking process has been
delayed as the SEC conducts a cost-benefit

analysis to assess the impact of a uniform

fiduciary proposal. The timing of any future

rulemaking is unclear.

In October 2010, the DOL published the DOL
Proposed Rule, which would more broadly
define the circumstances under which a person
or entity may be considered a fiduciary for
purposes of the prohibited transaction rules of
IRC Section 4975. IRC Section 4975 prohibits-
certain types of compensation paid by third
parties with respect to transactions involving
assets in qualified accounts, including IRAs. In
September 2011, the DOL withdrew the DOL
Proposed Rule, but has indicated that it will re-
propose asimilar fiduciary rule in 2013.1f PFS
Investments and its securities-licensed
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_are deemed to be fiduciaries
similar to the DOL Proposed Rule,
 receive and retain certain i:yg:»% of

compensation paid by third parties with respect
to both new and existing assets in qualified
accounts could be significantly limited.

IRAs and other qualified accounts are a core
component of the Investment and Savings
Products segment of our business and accounted
?ﬂ% asi 3; i?}z:am p{)f{ an c;f th@ tt::fsai revenue m*

dbs%an‘t;a iy restructure cmr
s rodel for qualified accounts.

1RAs and C;uaiii ied aamums that we
serve, which could materially adversely affect the
amount of revenue that we generate from this
line of business and ultimately could result in a
decling in the number of our securities-licensed
/re&@nta%mss F%ﬁberm@m our i m««{ed

The form; substance and timing of any re-
proposed or %ﬁai rule are unknown at this time. It
at a rule could be adopted in a form
terially adversely affect us. If re-
d adopted in the form initially
proposed, however, the DOL Proposed Rule could

have a mat lly adverse effect on our business,
financial condition and results of operations.

Helghtened standards of conduct as a result of
either of the above proposals or another similar
proposed rule or regulation could also increase
the compliance and regulatory burdens on our
s@f@saﬁiatwes “avid could lead to ncreased
iti and regulatory risks, changes to our

n Qdei a {ﬁéi‘i’féabe i th@ mmbm of our

could have a material adverse
iness; financial condition and

If Our Suitability Policies and Procedures
Were Deemed Inadequate, It Could Have a
Material Adverse Effect on Our Business,
Financial Condition and Results of
Operations.

We review the account apgiscat;sns that we
receive for our investment and savings ;)f{)dmcts
for suitability. While we believe that the polic

ant procedures we ;mgaemenisd to help our
sales representatives assist clients in making
appropriate and suitable investment choices are
reasonably designed to achieve compliance w%th
applicable securities laws and regulations, it |
possible that the SEC, FINRA or MFDA may nm
agree. Further, we could be subject to regulatory
actions or private litigation, which could
materially adversely affect our business, financial
condition and results of operations.

Our Sales Force Support Tools May Fail to
Appmpi iately Identify Suitable Investment
Products.

Our support tools are designed to educate
clients, help identify their financial ﬁeadﬁ, and
introduce the potential benefits of our products.
There could be a risk that the assamp? ons and
methods of analyses embedded in our support
tools could be successfully challenged and
subject us to reaqummry action or private
htugatmn which could materially advrmeiy affect
our business, financial condition and results of
omrm ons.

Non-Compliance with Applicable
Regulations Could Lead to Revocation of
Our Subsidiary's Status as a Non-Bank
Custodian. e S

PES Investments is a non-bank custodian of
retirement accounts, as permitted under
Treasury Regulation 1.408-2. A non-bank
custodian is an entity that is not a bank and that
is permitted by the IRS to act as a custodian for
retirement plan account assets of our clients.
The IRS retains authority to revoke or suspend
that status if it finds that PFS Investments is



unwilling or unable to administer retirement
accounts in a manner consistent with the
requirements of the applicable regulations.
Revocation of PES Investments’ non=bank
custodian status would affect its ability to earn
revenue for providing such services and,
consequently, could materially adversely affect
our business, financial condition and results of
operations:

Other Risks Related to Our Business

Changes in Accounting Standards Can be
Difficult to Predict and Could Adversely
Impact How We Record and Report Our
Financial Condition and Results of
Operations.

Our accounting policies and methods are
fundamental to how we record and report our
financial condition and results of operations, U.S.
GAAP continues to evolve and, as a result, may
change the financial accounting and reporting
standards that govern the preparation of our
financial statements. These changes can be hard
to anticipate and implement and can materially
impact how we record and report our financial
condition and results of operations. For example,
the FASB's current insurance contracts project
could, among other things, significantly change
the way we measure insurance liabilities on our
balance sheet and the way we present earnings
on our statement of income. This project, in
addition to a related proposal to modify how to
account for insurance contracts under IFRS,
could adversely impact both our financial
condition and results of operations as reported
onaU.S. GAAP basis as well as our statutory
capital calculations.

The Effects of Economic Down Cycles in
the United States and Canada Could
Materially Adversely Affect Our Business,
Financial Condition and Results of
Operations.

Our business, financial condition and results of
operations have been materially adversely

affected by the economic downturn in the
United States and Canada and the slow recovery
that has occurred since the last half of 2009. This
economic downturn; which has been
characterized by higher unemployment, lower
family income, lower valuation of retirement
savings accounts, lower corporate earnings,
lower business investment and lower consumer
spending, has adversely affected the demand for
the term life insurance, investment and other
financial products that we sell. Future economic
down cycles could severely adversely affect new
sales and cause clients to liquidate mutual funds
and other investments sold by our sales
representatives. This could cause a decrease in
the asset value of client accounts, reduce our
trailing commission revenues and result in
other-than-temporary-impairments in our
invested asset portfolio. In addition, we may
experience an elevated incidence of lapses or
surrenders of insurance policies, and some of
our poiicyhoiders may choose to defer paying
insurance premiums or stop paying insurance
premiums altogether. Further, volatility in equity
markets or downturns could discourage
purchases of the investment products that we
distribute and could have a materially adverse
effect on our business, including our ability to
recruit and retain sales representatives. If credit
markets remain tight for a prolonged period, our
liquidity will be more limited than it otherwise
would have been, and our business, financial
condition and results of operations may be
materially adversely affected.

We are Subject to Various Federal Laws
and Regulations in the United States and
Canada, Changes in Which or Violations of
Which May Require Us to Alter Our
Business Practices and Could Materially
Adversely Affect Our Business, Financial
Condition and Results of Operations.

In the United States, we are subject to many
regulations, including the Gramm-Leach-Bliley
Act and its implementing regulations, including
Regulation $-P, the Fair Credit Reporting Act, the
Right to Financial Privacy Act, the Foreign
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Corrupt Prac
the Telemar
Ablse Prever
Protection Act € Act, and the Electronic
rgmdc Transter Act. We are also subject to anti-
\ey laundering laws and regulations,

ﬂiii&é,ﬁ§ the Bank 5 :;eaecy Act, as amended by
ih@ gia%mi Act which requires us to develop and

customer identification and risk-
%;}a sed anti-money laundering programs, repont
suspicious activity and maintain certain records.
We are also required to follow certain economic

sancticns programs that are

ered by the Office of Foreign Asset
Control that prohibit or restrict transactions with
o countries, their governments, and in
umstances; their nationals.

es Act, the Sarbanes-Oxley Act
5 and Consumer Frau

certain

In Canada, we are subject to provincial and.
territorial regulations, including consumer
protection legislation that pertains to unfair and
misleading business practices, provincial and
tertorial credit reporting legislation that
provides requirements in respect of obtaining
ffe:aa}g barfeaﬁ re;gcrts and ;:»mv i mg i”%(}ff:@‘? 0?

éf:‘i:f cm;:: Qscume;ﬁs Act, the ("” am;s@is‘s: on /ﬁ\fﬁ{
u;}tgm of Foreign Public Officials Act,
ommunications Act and sz&f{é} in

inanci ng A(‘t and its aczmmpaﬂymg
regulations, which require us to develop and

i ment money laundering policies and
protedures relating to customer indemnification,

Terrevis

reporting and recordkeeping, develop and
miaintain ongoing training programs for
employees, perform a risk assessment on out
business and clients and institute and document
a review of our anti-money laundering program
at least once every two years. We are also
required to follow certain economic and trade
sanctions and iegss;igt;on t?"aat m;h tﬂ‘a s ‘%fmm

Act, the Telephone Consumer

countries and territories subject to Canadian
sanctions administered by Foreign Affairs and
International Trade Canada and the J@paﬁmem
of Public Safety Canada. Changes in, or
violations of, any of these laws or regulations
gy :@qu re additional compliance pmmdwe
or result in-enforcement proceedings, sanctions
or penalties, which could have a material adverse
effect on our business, financial condition and
resutts ot operations.

Litigation and Regu%amrv Investigations
and Actions May Result in Financial Losses
and Harm Our Reputation.

We face a risk of litigation and regulatory
investigations and actions in the ordinary course
of operating our businesses. From time to time,
we are subject to private litigation and
s"@quia‘cmy vestigations as a result of sales
representative misconduct. In addition, we may
become g@bﬁsrt to lawsuits alleging, among
other things, issues relating to sales or
underwriti ng practices, payment of improper
sales commissions, claims issues, fzrﬁdum‘: design
and disclosure, additional premium charges for
premiums paid on a periodic basis, denial or
delay of benefits, pricing and sales practices
issues. Life insurance companies have historically
been ﬁub}mt to substantial litigation resulting
from policy di sputes and other matters. If we
become subject to similar litigation, any
judgment or settlement of such claims could
have a material adverse effect on our business,
financial condition and re;ui’ts of operations.

Tn addition, we are subject to litigation arising out
of our general business activities. For example, we
have a large sales force, and we could face claims
by some of our sales representatives arising out
of their relationship with us. We are also subject
to various regulatory inquiries, such as
information requests, subpoenas and books and
record examinations, from state, provincial and
federal regulators and other authorities. A
substantial legal liability or a significant regulatory
action against us could have a material adverse
effect on our business, financial wndxtam and
results of operations. - ' /



Moreover, even if we ultimately prevail in any
litigation, regulatory action or investigation, we
could suffer significant reputational harm and
we could incur significant legal expenses, either
of which could have a material adverse effect on
our business, financial condition and results of
operations. In addition, increased regulatory
scrutiny and any resulting investigations or
proceedings could result in new legal precedents
and industry-wide regulations or practices that
could materially adversely affect our business,
financial condition and results of operations.

The Current Legislative and Regulatory
Climate with Regard to Financial Services
May Adversely Affect Our Operations.

The volume of legislative and regulatory activity
relating to financial services has increased
substantially in recent years, and we expect that
the level of enforcement actions and
investigations by federal regulators will increase
corréspondingly. The same factors that have
contributed to legislative, requlatory and
enforcement activity at the federal level are likely
to contribute to heightened activity at the state
and provincial level, If we or our sales
representatives become subject to new
requirements or regulations, it could result in
increased litigation, regulatory risks, changes to
our business model, a decrease in the number of
our securities-licensed representatives or a
reduction in the products we offer to our clients
or the profits we earn, which could have a
material adverse effect on our business, financial
condition-and results of operations.

The Inability of Our Subsidiaries to Pay
Dividends or Make Distributions or Other
Payments to Us in Sufficient Amounts
Would Impede Our Ability to Meet Our
Obligations.

We are a holding company, and we have no
significant operations. Our primary asset is the
capital stock of our subsidiaries and our primary
liability is our senior unsecured notes. We rely
primarily on dividends and other payments from

our subsidiaries to meet our operating costs and
other corporate expenses, as well as to pay
dividends to our stockholders. The ability of our
subsidiaries to pay dividends to us depends on
their earnings, covenants contained in existing
and future financing or other agreements and
on regulatory restrictions. The ability of our
insurance subsidiaries to pay dividends will
further depend on their statutory income and
surplus. If the cash we receive from our
subsidiaries pursuant to dividend payments and
tax sharing arrangements is insufficient for us to
fund our obligations or if a subsidiary is unable
to pay dividends to us; we may be required to
raise cash through the incurrence of debt, the
issuance of equity or the sale of assets. However,
given the recent volatility in the capital markets,
there is no assurance that we would be able to
raise cash by these means.

The jurisdictions in which our insurance
subsidiaries are domiciled impose certain
restrictions on their ability to pay dividends to
us. In the United States, these restrictions are
based, in part, on the prior year's statutory
income and surplus. I general, dividends up to
specified levels are considered ordinary and may
be paid without prior approval. Dividends in
larger amounts are subject to approval by the
insurance commissioner of the state of domicile.
In Canada, dividends can be paid, subject to the
paying insurance company continuing to meet
the regulatory requirements for capital adequacy
and liquidity and upon 15 days’ minimum notice
to OSFIL. No assurance is given that more
stringent restrictions will not be adopted from
time to time by jurisdictions in which our
insurance subsidiaries are domiciled, and such
restrictions could have the effect, under certain
circumstances, of significantly reducing
dividends or other amounts payable to us by our
subsidiaries without prior approval by regulatory
authorities. In addition, in the future, we may
become subject to debt covenants or other
agreements that limit our ability to pay
dividends. The ability of ourinsurance
subsidiaries to pay dividends to us is also limited
by our need to maintain the financial strength
ratings assigned to us by the ratings agencies.

Primerica 2012 Annual Report 45



If any of our subsidiaries were to become
insolvent, liquidate or otherwise reorganiz
as sole stockholder, will have no right
against the assets of that subsidi iaty.
Furthermiore, with respect to out insurance
subsidiaties, we, as sole stockholder, will have no
right to cause the liquidation, bankruptey or
winding-up of the subsidiary under the

ficable liguidation, bankruptey or winding-up

though, in Canada, we could apply for
on to cause liquidation. The applicable
insurance laws of thejurimdéc’f'ms in which each
m‘ our insurance subsidiaries is domiciled would
@f@ceed ngs re ai;mg to ‘chat

or the wbsidiary Both creditors of
iary and policyholders (if an insurance
ﬂum aﬁésmy; would be entitled to payment in full -
from the subsidiary’s assets before we, as the
sole stockholder, would be entitled to receive
istribution from the subsidiary, which could
y affect our ability to pay our operating
costs and olber corporate expenses,

1f the ability of our insurance or non-insurance
subsidiaries to pay dividends or make other
tions or payments to us is materially
by regulatory requirements,
cy oF insolvency, or our need to
r financial strength ratings, or is

limited due to operating results or other factors,
it aterially adversely affect our ability to
pay our operating costs and other corporate
BRDeNSES: :

I needs from cash flows provided by
premiums paid on our in- force book of term life
i e g}é}izcsss Afs a seguft of thi—: CZ t group
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to the size of our retained interest. As we grow
our term life insurance business by issuing new
policies, we will need to fund all of the upfront
cash raquiremems of issuing new term life
policies (such as commissions payable to *é‘we
sales force and underwriting expenses), which
costs generally exceed premiums collected in 8
policy's first year. In light of these anticipated
net cash outflows, there will be significant
demands on our liquidity in the near- to
intermediate-term as we grow the size of our
retained block of term life insurance policies.
Therefore, to meet our operating and regulatory
requirements, we may incur debt or issue equity
to fund working capital and capital expenditures
or to make acquisitions and other investments, If
we raise funds through the issuance of debt
securities or preferred equity securities, any such
debt securities or preferred equity securities
issued will have liquidation rights, preferences
and privileges senior to those of the holders of
our common stock. If we raise funds thmugh the
issuance of equity secunttes the issuance will
dilute the GWﬁ@fShip interest of our existing
stockholders. There is no assurance that debt or
equity financing will be available to us on
acceptable terms, if at all. If we are not able to
obtain sufficient financing, we may be unable to
maintain or grow our business.

A Significant Change in the Competitive

Environment in which We Operate Could

Negatively Affect Our Ability to Maintain or

1n<; rease Qur Market Share and
Profitability.

We face competition in all of our business lines.
Our competitors include financial services
companies, mutual fund companies, banks,
investrnernt managem@tﬁ firms, broker-dealers,
insurance companies and direct sales
companies. In many of our product lines, we face
competition from competitors that have greater
market share or breadth of distribution, offer a
broader range of products, services or features,
assume a greater level of rzsk have lower

pr c)ﬁmbmty expectations or have higher financial
strength ratings than we do. A significant



change in this competitive environment could
materially adversely affect our ability to maintain
or increase our market share and profitability.

The Loss of Key Employees and Sales
Force Leaders Could Negatively Affect Our
Financial Results and Impair Our Ability to
Implement Qur Business Strategy.

Qur success substantially depends on our ability
to attract and retain key members:of our senior
management team. The efforts, personality and
leadership of our senior management team have
been, and will continue to be; critical to our
success. The loss of service of our senior
management team due to disability, death,
retirement or some other cause could reduce
our ability to successfully motivate our sales
representatives and implement our business
plan and have a material adverse effect on our
business, financial condition and results of
operations. Messrs. John Addison and Rick
Williams, our Co-Chief Executive Officers, are
well regarded by our sales representatives and
have substantial experience in.our business and,
therefore, are particularly important to our
company. Although both Messrs. Addison and
Williams, as weil as our other senior executives,
have entered into employment agreements with
us, there is no assurance that they will complete
the term of their employment agreements or
renew them upon expiration. Our employment
agreements with our Co-Chief Executive Officers
expire in August 2015, and our employment
agreements with our senior executives other
than our Co-Chief Executive Officers expire
June 1, 2014. All such agreements are then
subject to one-year auto-renewal terms on an
annual basis.

In addition, the loss of key RVPs for any reason
could negatively affect our financial results and
could impair our ability to attract new sales
representatives.

If One of Our Significant Information
Technology Systems Fails, If its Security is
Compromised or If the Internet Becomes

Disabled or Unavailable, Our Business,
Financial Condition and Results of
Operations May be Materially Adversely
Affected.

QOur business is highly dependent upon the
effective operation of ourinformation
technology systems, which are centered on a
mainframe platform supported by servers
housed at our home office and back-up site: We
rely on'these systemns throughout our business
for a variety of functions. Ourinformation
technology systems run a variety of third-party
and proprietary software, including POL {our
website portal to our sales force), our insurance
administration system, Virtual Base Shop (our
paperless office for RVPs), TurboApps (our
point-of-sale data collection tool for product/
recruiting applications), our licensing decision
and support system and our compensation
system.

Despite the implementation of security and
back-up measures, our information technology
systems may be vulnerable to physical or
electronic intrusions, viruses or other attacks,
programming errors and similar disruptions. The
failure of any one of these systems for any
reason could cause:significant interruptions to
our operations, which could have a material
adverse effect on our business, financial
condition-and results of operations. We retain
confidential information in our information
technology systems, and we rely on industry
standard commercial technologies to maintain
the security of those systems. Anyone who is
able to circumvent our security measures and
penetrate ourinformation technology systems
could access, view, misappropriate, alter, or
delete information in the systems, including
personally identifiable client information and
proprietary business information. In addition, an
increasing number of jurisdictions require that
clients be notified if a security breach results in
the disclosure of personally identifiable client
information. Any compromise of the security of
our information technology systems that results
in inappropriate disclosure or use of personally
identifiable clientinformation could damage our
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reputation in the marketplace, deter people
from purchasing our pmducts ;uk;sject usto

significant civil and criminal liability and require
us to incur significant technical, legal and other
experses.

1%‘@ %cﬂf of a Dt c}%*!:e ; Cﬁ)u“ Bus’r‘ms*

ton {j}ur 8u> ness, i inan ai t ond fion

and Results of Operations.

Our infrastructure supports a combination of
local and remote recovery solutions for business
resumption in the event of a disaster. In the
event of either a campus-wide destruction mf all
buildings or the inability to access our main
campus in Duluth, Georgia, our business
recovery plan provides for our employees to
petform their work functions via a dedicated
business recovery site located 25 miles from our
main campus or by remote access from an
employee's home. However, in the event of a full
scale local or regional disaster, our business
recovery plan may be inadequate, and our
employees and sales representatives may be
unable to carry out theid work, which could have
a material adverse effect on bur business,
financial condition and results of operations.

1 be Materially Adversely Affected
v Fluctuations in the United
States Doller Versus the Canadian dollar.
A weaker Canadian dollar relative to the USS.
dollar would result in lower levels of reported
revenues, net income, assets, liabilities and

accumulated other comprehensive income in our

U dollar ’fmanma% statements. Significant
mc?gange rate fl x;ctuat;am; between the U5
dollar and Canadian dc lar could have a material
adverse effect on our financial condition and
results of operations.
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Item 2. Properties.

We lease all of our office, warehouse, printing,
and distribution properties. Our executive and
home office operations for all of our domestic
U.5. operations (except New ijik) are located ir
Duluth, Georgia. The leases for these spaces
expire in May 2013 and June 2013, In September
2011, we signed an agreement to lease a new
build-to-suit facility, which will replace and
consolidate substantiatly all of our existing
Duluth, Georgia-based executive and home
office operations. We expect the building to be
complete and ready for occupancy in the first
half of 2013. The initial lease term for the new
facility will be 15 years.

We also lease continuation of business, print/
distribution, and warehouse space in or around
Duluth, Georgia under leases expiring in January
2018, June 2018 and June 2023, respectively.

NBLIC subleases general office space in Long
1s and City, New York from a subsidiary of

itigroup under a sublease exmrmg in
Auquafc 2014,

In Canada, we lease general office space in
Mississauga, Ontario under a lease expiring in
April 2018 and warehouse and printing
operation space in Mississauga, Ontario under a
lease also expiring in April 2018.

Each of these leased properties is used by each
of our operating segments, with the exception of
our NBLIC office space, which is not used by our
investment and savings products segment.

While our existing Tacilities in Georgia are
adequate, the move of our executive and home
office operations in 2013 will better support our
ogy@mt ons. We believe that our existing facilities
in New York and Canada are adequate for our
current requirements and for our operations in
the foreseeable: tuture,



Item 3. Legal Proceedings.

We are involved from time to time in legal
disputes; regulatory inquires and arbitration
proteedings in the normal course of business.
Additional information regarding certainlegal
proceedings to which we are a party is described
under “Contingent Liabilities” in Note 15
(Commitments and Contingent Liabilities) to our

consolidated and combined financial staterments,

which are included elsewhere inthis report, and
such'information is incorporated ‘herein by
reference. As of the date of this report, we do
not believe any pending legal proceeding to
which Primerica or any of its subsidiaries is a
party is required to be disclosed pursuant to this
item.

Name Age

Item 4. Mine Safety Disclosures.

Not applicable.

Item X. Executive Officers of the
Registrant

Our executive officers are elected or appointed
by our board of directors and hold office until
their successors are elected and qualified, or
until their death, resignation or removal, subject
to the terms of applicable employment
agreements. The name, age at February 27, 2013
and position of each of our executive officers are
presented below.

Position

D. Richard Williams - 56

Chairman of the Board and Co-Chief Executive Officer

John A Addison, Jr. - 55

Chairman of Primerica Distribution, Co-Chief Executive Officer and Director

Michael - C. Adams 56

Executive Vice President and Chief Business Technology Officer

Chess E. Britt 56 - Executive Vice President and Chief Marketing Officer
Jeffrey S. Fendler 56 - President of Primerica Life

William A. Kelly 57~ President of PFS Investments

Gregory C. Pitts 50  Executive Vice President and Chief Operating Officer
Alison S, Rand 45 Executive Vice President and Chief Financial Officer

Peter W. Schneider - 56

Executive Vice President, General:Counsel, Corporate Secretary and Chief
Administrative Officer

GlennJ; Williams 53 “President

Set forth below is biographical information
concerning our executive officers.

D. Richard Williams was elected to our Board
of Directors and began serving as Chairman in
October 2009. He has served as our Co-Chief
Executive Officer since 1999 and has served our
company in various capacities since 1989.

Mr. Williams earned both his B.S. degree in 1978
and his M.B.A. in 1979 from the Wharton School
of the University of Pennsylvania. Mr. Williams
serves on the Board of Trustees for the
Woodruff Arts Center, the Board of Directors of
the Anti-Defamation League Southeast Region
and the Atlanta Area Council of the Boy Scouts
of America.

John A. Addison, Jr. was elected to our Board
of Directors in October 2009. He is the Chairman
of Primerica Distribution, has served as our Co-
Chief Executive Officer since 1999 and has
served our company in various capacities since
1982, Mr. Addison earned his B.A. in‘economics
from the University of Georgia in 1979 and his
M.B.A. from Georgia State University in 1983

Michael C. Adams has served as Chief Business
Technology Officer since April 2010, as Executive
Vice President responsible for business
technology since 1998 and in various capacities
at our company since 1980. Mr. Adams earned
his B.A. in business and economics from Hendrix
College in 1978.
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Chess | has served as Chief Marketing =

Officer April 2010, as Executive Viw
President responsible for marketing :
administration and field communications since
1995 and in various capacities at our company

1987 Mr. Britt earned his BA. in business

administration from the University of Georgia in
1978 He serves on the board of directors of the
Gwinnett Chamber of Commerca.

ﬁ&ﬁr@ys Fe;a;i!er has served as Pres d&snf of
Primerica Life, a subsidiary of Primerica, since
2005 and in various capacities at our co mpaﬁy

since 1980 Mr Fendler received a BIA in
economics from Tulane University. He is a
member of Operation Hope’s National Board
and is the Co-Chair of Operation Hope's
Southeastern Region Board,

William A. Kelly has overseen Primerica Life
Insurance Company of Canada, a subsidiary of
Primerica, since 2009, has served as President of
PES Investments, a subsidiary of Primerica, since
2005 and has served our company in various
capacities since 1985, Mr. Kelly graduated from
the University of Georgia in 1979 with a BBA. in
accounting.

Gregory €. Pitts has served as Executive Vice
Pregident and Chief Operating Officer since
December 2009, as Executive Vice President since
1995 with responsibilities within the Term Life
Insurance and Investment and Savings Products
d information technology division
and in various capacities at our company since
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1985, Mr. Pitts earned his B/A. in general business
from the Umvmzrty of Arkansas in 1985,

Alison $. Rand has served as Exewtwa Vice
President and Chief Financial Officer since 2000
and in various capacities at our company since
1995, Prior to 1995, Ms, Rand worked in the
audit aﬁspmm@m of KPMG LLP. Ms. Rand earned
het B.S. in accounting from the Umx;ers:ty of
Florida in 1990 and is a certified public -
accountant. She is a board member of the
Atlanta Children's Shelter and the Partnership
Against Domestic Violence. She also serves on
the Terry College of Business Executive
Education CFO Roundtable Advisory Board.

Peter W. Schneider has served as Executive Vice
President, General Counsel, Chief Administrative
Officer and Corporate Secretary since 2000, He
worked at the law firm of Rogers & Hardin as a
partner from 1988 to 2000. Mr. Schneider earned
both his B.S.in political science and industrial
relations in 1978 and 1.D. in 1981 from the
University of North Carolina at Chapel Hill. He
serves on the boards of directors of the Georgla
Chamber of Commerce, the Northwest YMCA and
the Carolina Center for Jewish Studies.

Glenn J. Williams has served as President since
2005, as Executive Vice President from 2000 to
2005 and in various capacities at our company
since 1983, Mr. Williams earned his BS. in
education from Baptist University of America in
1981 He serves on the board of the Georgia
Baptist Foundation.



Item 5. Market for Registrant’s
Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity
Securities.

Quarterly Common Stock Prices and
Dividends

The common stock of Primerica, Inc. (“Primerica’
"we”, "us” or the "Parent Company”) is listed for
trading on the New York Stock Exchange
("NYSE") under the symbol "PRI". The guarterly
high and low sales prices for our common stock
as reported on the NYSE and the dividends paid
per quarter for the periods indicated were as
follows:

High Low Dividend

2012

4th quarter $30.08 $27.22  $0.09
3rd quarter 30.29 - 2602 0.07
2nd quarter 26,88 ~ 23728 .05
1st quarter 7 2615 2292 0.03
2011

4th quarter $23.85 $20.36  $0.03
3rd quarter 2245 1872 0.03
2nd gquarter 2564 1994 0.03
1st quarter 2620  24.18 0.01
Dividends

Following the initial public offering in April 2010
(the "IPO"), we have paid quarterly dividendsto
our stockholders totaling approximately $14.7
million, $7.3 million, and $1.5 million in 2012,
2011, and 2010, respectively. In 2010, we paid
dividends to Citigroup Inc. (“Citigroup”) of
approximately $3.5 billion in connection with our
corporate reorganization.

As of January 31, 2013, we had 37 holders of
record of our common stock. We currently expect
to continue to pay quarterly cash dividends to
holders of our common stock. Our payment of

cash dividends is at the discretion of Primerica’s
Board of Directors.in.accordance with applicable
law after taking into account various factors,
including our financial condition, operating
resuilts, ‘current and anticipated cash needs and
plans for growth. Under Delaware law, we can
only pay dividends either out of surplus or out of
the current or the immediately preceding year's
earnings. Therefore, no assurance is given that we
will continue to pay any dividends to our
common stockholders, oras to the amount of any
such dividends:

We are'a‘holding company and have no
operations. Qur primary asset is the capital stock
of our operating subsidiaries. The states in which
our U.S. insurance company subsidiaries are
domiciled impose certain restrictions on our
insurance subsidiaries” ability to pay dividends to
us. Our Canadian subsidiary can pay dividends
subjectto meeting regulatory requirements for
capital adequacy and liquidity with appropriate
minimum notice to the Office of the
Superintendent of Financial Institutions Canada
(“OSFI"). In addition, in the future, we may
become subject to debt instruments or other
agreements that limit our ability to pay
dividends. See Note 14 (Statutory Accounting
and Dividend Restrictions) to our consolidated
and combined financial statements.

Issuer Purchases of Equity Securities

In November 2011, we repurchased from
Citigroup approximately 8.9 million shares of our
common stock at a price of $22.42 per share, for
a total purchase price of approximately $200.0
million. The per-share purchase price was
determined based on the volume-weighted
average price per share of Primerica common
stock during the seven-day period prior to the
execution of the repurchase agreement.

In April 2012, we repurchased from certain
private equity funds managed by Warburg
Pincus LLC (together, "Warburg Pincus”)
approximately 5.7 million shares of our common
stock at a price of $26.15 per share, for a total
purchase price of approximately $150.0 million.
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1e per-share purchase price was deter
based on the closing price of our common stmc,k
on April 17, 2012, the execution date of the
agreement to repurchase the shares.

In August 2012, our Board of Directors
authorized a share repurchase program of up to
$75.0 million of the Company's common stock
" August 2012 share repurchase program’):

1 of this share repurchase program, we

chased 308 214 shares of our common
stock on the open market for an aggregate
purchase price of approximately $9.1 million
duiring the third guarter of 2012,

In October 2012, we repurchased from Warburg
Pincus imately 2.1 million shares of our
commo at a price of $28.74 per share, for
a total purchase price of approximately $60.0
million. The per-share purchase price was
determined based on the closing price of our
commen stock on October 3, 2012, the
execution date of the agreement to repurchase
the shares.

5%*@ August 2012 share repurchase program was
ntinued upon the completion of the

repurchase transaction from Warburg Pincus in
ber 2012 Under the August 2012 share

repurchase program, we repurchased a total of

stock for an aggregam purchase price Qf
approximately $74.3 milli ion.

In November 2012, Warburg Pmcus sold

3.6 million shares of our common stock in an

underwritten public offering, from which we did

not receive any proceeds. As part of the
underwritten public aﬁermg we regurcha&ed

from the underwriter 1.2 million shares at a price

of $27.51 per share.

Depending on market conditions, shares may be
repurchased from time to time at prevailing
market prices through open market or privately
naggatxated transactions. The Parent Company
has no active share repurchase programs
approved by its Board of Directors, and the
Parent Corpany is not obligated to repurchase
any shares. Subject to applicable corporate
securities laws, repurchases may be made at
such-times and in such amounts as management
deems appropriate. Repurchases under a
publicly anniounced program can be
discontinued at any time management believes
additional repurchases are not warranted.

During the quarter ended December 31, 2012,
we repurchased shares of our common stock as
follows:

Total number of shares  Madmum number of

Aveerage
price paid

Total number

pumhased as part of - shares that may yet be
of shares

publicly announced purchased under the
: | purchased  per share plans or programs plans or programs
October 1 - 31, 2012 (1) 2,267,682 $28.75 2,575,896

November 1 - 30, 2012 (2) 1200377 2751 e e
@m:emi}ef 131, 2012 S s e e

Total 0 3468059  $2832 2,575,896 i o

Pariod

(1) Repurchiased from Warburg Pincus and in the open market under the Auglist 2012 share repUrchase prograrm,

(2 Consists of (o) repurchases of 377 shares a an average price per shate of $28 50 surrendered to Us to pay the tax
wgﬁhaiﬂmg Qb?‘gdﬁ{}ﬁﬁ of grantees in conpection with the lapsing of restrictions on restricted shares and restricted stock
unts ’%Sus’} anid (b} repurchises of shares from the underwilter in connection with Warbirg Pincus’ public offering.
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Securities Authorized for Issuance stockholders in May 2011. The Primerica, Inc.

under Equity Compensation Plans Stcck Purchase Plan for Agents and Employees
was approved by our sole stockholder in March

We have two compensation plans under which 2010. The following table sets forth certain

our equity securities are authorized for issuance. information relating to these equity

The Primerica, Inc. Amended and Restated 2010 compensation plans at December 31, 2012.

Omnibus Incentive Plan was approved by our

MNumber of securities
to be issued upon Weighted average
exercise o exercise price of Number of securities
outstanding options, ~ outstanding options, - remaining available
warrants and rights  warrants and vights ~for future issuance

Equity compensation plans approved by

stockholders:
Primerica, Inc. Amended and Restated

2010 Omnibus Incentive Plan 3,140,245(1) b (2) 3,700,400(3)
Primerica, Inc. Stock Purchase Plan for

Agents and Employees - — 2,227,994(4)
Total 3,140,245 $ 5,928,394

Equity compensation plans not
approved by stockholders n/a n/a n/a

(1) Consists of shares to be issued in connection with outstariding RSUs;

(2) No options, warrants or rights havé been’issued or are outstanding under the plan.

{3) The humber of shares available for future issuance-is 10,800,000 less the cumulative number of awards granted under the
plan plus the cumulative number of awards canceled under the plan. :

(4) The number of shares available for future issuance is 2,500,000 less the cumulative number of shares issued under the plan.
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Stock i’eyfarmgnce T@bl&‘ i option as of April 1, 2010, the date of the IPO.
The Russell 2000 Index measures the

The fmtmwmg graph compares the Wffm mar‘gm p@rformance of the small-cap segment in the
of our common stock since the 1PO to the Hitedl States The S&P Thsurancs Indexic s
Russell 2000 Index and the Standard & Poor's ca}p ialization. weaghted ‘nder of domastic

Insurance Index (' S&P Insurance Index’) by equities traded on the NYSE aﬁd f‘éASDﬁ\Q
assuming $100 was invested in each investment
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Period Ending
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Primetica Ing, $100.00 $14293  $161.82 $146.87 $15580 $17979 $20298
S&F 500 Insurance 100.00 9050 10259 10239 9409 10119 11205
Russell 2000 10000 8937 131563 - 12281 11080 12025 12892
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Item 6. Selected Financial Data.

The selected financial data should be read in
conjunction with the section entitled
"Management's Discussion and Analysis of
Financial Condition and Results of Operations”
and the consolidated and combined financial
statements and accompanying notes included
elsewhere in this report.

The selected historical income statement data
for the years ended December 31, 2010, 2009
and 2008 may not be indicative of the revenues
and expenses that would have existed or
resulted if we had operated independently of
Citigroup. Similarly, the selected historical
balance sheet data as of and prior to
December 31, 2009 may not be indicative of the
assets and liabilities that would have existed or
resulted if we had operated independently of
Citigroup. The selected historical financial data

are not necessarily indicative of the financial
position or results of operations as of any future
date-or for any future period.

Our corporate reorganization has resulted and
will continue to result in financial performance
that is materially different from that reflected in
the historical financial data for periods prior to
April 1, 2010 that appear elsewhere in this
report. Due to the timing of our corporate
reorganization and its impact on our financial
position and results of operations, year-over-
year comparisons of our financial position and
results of operations will reflect significant non-
comparable accounting transactions and
account balances. See "Management’s
Discussion and Analysis of Financial Condition
and Results of Operations — The April 2010
Transactions.”
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Year ended wmmmr 31,

2011 2010 2009 2008 (2)

Statements a’f mmme data
Revenues:
Direct premiums

§:2,267,975

{Inthousands, except per-share amounts)

$2.929467  $2181.074 - $.2112781 § 2092792

Ceded premiums (L663753) (1703075) (1450,367)  (610754)  (629.074)
Net premiums 604,222 526,392 730707 1 5®2 027 1463718
Commission and fees 427,775 412,979 382,940 - 3-35-,-986----- - AbBAB4
Netinvestrment income 100,804 108,601 165111 351,326 - 314,035
Realized %mgéstméﬁ% gaitis (losses), including e
other-that-temporary impairment losses 11382 6,440 34,145 (21,970) (103480
Other, net 46,532 48,681 48,960 53 032 55187
Tatabrevenues 1,190,715 - 1,103,093 1,361,863 2 220 401 2,1196,.944
Benefits and expenses: : ' i : :
Benefits and claims: 278,747 242,696 317,703 600,273 938,370
Amortization of defwreci policy acquisition o Gl ; ; ,
costs 118,598 104,034 147,841 : 35’2{,257 127922
Sales commissions 204,569 - 191,722 180,054 162,756 248,020
Insurancé expenses 96,541 £9.192 105,132 179,592 173341
Insurance commissions 27,555 38618 48,182 50,750 33,081
Interest sxpense 33101 27,968 20872 e s
Goodwiil ;m;}aifmert i e m 194,992
Q‘zé“er aperstmg expenses 164,716 164,954 180,610 132,978 152,773
}% i‘}?ﬁﬁ‘f:tﬁ anc expernses 923.827 859,184 1,000,254 1478606 1868499
mcome pefore income taxes 266,888 243,909 61,469 741,795 328445
Income taxes 93,082 86,718 - $.128013 % 259114 § 177051
Netincome $ 173,806 ¢ 157491 % 232456 % 482681 % 151394
Earnings per share - basic $ 2775 211 EB 309(1) - n/a n/a
ings et shiate - dilited $.an s 2088 306y ne . o nh
Dividends per common share $ 0.24% 010§ 0.02 n/a nfa

Balance sheet data
Investients

$1,956,536

$ 2021504 - § 2153584 § 6471448 § 5355458

Caslyand cash sguivalents 112,216 136,078 126,038 602,522 302,354
Due fromreinsurers 4,005,104 3855318 3,731.002 851,635 825,791
Jeferred policy acquisition costs; net 1066422 904,485 738,946 25202510 2478565
Total }aggeizs : 10,337,877 9851820 9769409 13,429,883 - 11,253,055
Future ;:ééiéy’ henefits 4850488 4614860 4,409,183 4197454 4023009
Notes payable ’ 374,433 300,000 300,000 i e

Total iabilities 5062461 8525170 8,412,881 8662612 7303772
Stockholders' equity 1275416 1,326,650 1,356,528 4767271 3,949,283

fy L2010,

astimation approach

Jives Here™

sleulated oooa proforma basisusing welahted average shares, including the shares issued or issuable upan lapse of
iatis following our- April 12010 corporate reordanization as though thiey had been issued and outstanding on

$2075 million pre<tax charge dug to a change in our deferred policy dcquisition costs ("DACY) and reserve
implemented retrospectively asof December 31, 2008,



Item 7. Management's Discussion and
Analysis of Financial Condition and
Results of Operations.

Management's Discussion and Analysis of
Financial Condition and Results of Operations
("“MD&AY isiintended toinform the reader
about matters affecting the financial condition
and results of operations of Primerica, Inc. (the
“Parent Company”) and its subsidiaries
(collectively, "we", "us" or the "Company”) for the
three-year period ended December 31, 2012. As
a result, the following discussion should be read
in conjunction with the consolidated and
combined financial statements and
accompanying notes that are included herein.
This discussion contains forward-looking
statements that constitute our plans, estimates
and:beliefs. These forward-looking statements
involve numerous risks and uncertainties,
including, but not limited to, those discussed in
"Risk Factors” Actual results may differ materially
from those contained in any forward-looking
statements.

This MD&A is divided into the following
sections:

= Business Trends and Conditions
« Factors Affecting Our Results

» . Critical-Accounting Estimates

» The April 2010 Transactions

»  Results of Operations

« Financial Condition

« Liquidity and Capital Resources

Business Trends and Conditions

The relative strength and stability of financial
markets and economies in the United States and
Canada affect our growth and profitability. Our
business is, and we expect will continue to be,
influenced by a number of industry-wide and
product-specific trends and conditions.

Economic conditions, including high
unemployment levels and low levels of
consumer confidence, influence investment and

spending decisions by middle income
consumers, our primary clients. These conditions
and factors also impact prospective recruits’
perceptions of the business opportunity that
becoming a Primerica sales representative offers,
which ¢an drive or dampen recruiting. Consumer
spending and borrowing levels remain under
pressure, as consumers take a more conservative
financial posture, including reevaluating their
savings and debt management goals. As overall
market and economic conditions have improved
and stabllized from the lows experienced during
the recent economic downturn, sales and the
value of consumer investment products across a
wide spectrum of asset classes have improved.

Recruiting and Sales Representatives.
Recruiting declined in 2012 to 191,752 new
recruits from 244,756 new recruits in 2011, due
primarily to the strong prior year recruiting
surge that followed the announcement of short-
term recruiting incentives at our June 2011
biennial sales force convention.

Our ability to increase the size of our sales force
is largely based on the success of our recruiting
efforts and our ability to train and motivate
recruits to get licensed. We believe that
recruiting levels are an important advance
indicator of sales force trends, and growth in
recruiting is usually indicative of future growth in
the overall size of the sales force. However,
because new recruits do not always obtain
licenses, recruiting results do not always result in
commensurate increases in the size of our
licensed sales force.

The size of our life-licensed sales force increased
t0 92,373 sales representatives as of

December 31, 2012 from 91,176 sales
representatives at December 31, 2011 primarily
due to anincrease in the licensing pull-through
rate: The improvement in the license pull-
through rate was driven by our efforts to -
halance the emphasis on recruiting and licensing
in both our messaging and incentive programs,
as well as the introduction of streamlined life-
licensing processes for new recruits.

Term Life Insurance Product Sales and Face
Amount In Force.: We issued 222,558 new life
insurance policies in 2012 compared with
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237,535 new policies in 2011, Sales of our term
fif > products typically correlate with
of our sales force and 2012 term life
roduct sales were lower than in 2011
15 @ result of the post-convention
recruiting surge in the prior year,

Ciur ’ayefaée ;sgumj %’ace amms i’at was

@@m{;}x;maisiy $248 4{3{3 in 2{;1’3 The i“ieweaw 3
W@gﬁy attributable to a higher mix of mi
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Investment and Savings Product Sales and
Asset Values. Investment and savings
products sales were higher in 2012, totaling
approximately $4.7 billion, mmpamcﬁ with
approximately $4.3 billion in 2011 The increase
;v ”&sES was iarge y’ attri%mmbi@ m new pmdu{:i

i ds comprised mainly of U.S. and
'uiiy ant:i ﬁxed income bﬁe{:w‘tiéﬂs. The
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approximately $37.4 billion at December 31,
2012 compared with approximately $33.7 billion
dvearago. The 20172 increases both in period:
end asset values and average client asset values
wetre attributable to improved market conditions
and h;g%ﬁ product sales.

Invested Asset /P;iﬂfa’iio Sﬁm and Yields.  Our

- as interest rates and spreads
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unrealized gain of $153.2 millionat

December 31, 2011, If interest rates remain at or.
near hi«;twritaiiy low levels, we anticipate the
average vield of our portfolio, and therefore the
investment Income derived from our portfolio

to decrease as maturing fixed income
investments will be replaced with g;umhasm of
lower vielding investments. g

Legal Fees and iﬁtzgatmn‘k’elétéd
Exp@nsw Certain legal disputes have arisen
that have required us to incur sxgmf;z:am legal
CQS‘?E such as attorney's fees and other
litigation-related expenses. Unless the matters
are resolved, we will continue to incur signifi ificant
legal fees and litigation-related expenses in
future periods. At this time, we are unable to
reasonably estimate a range of pcsssbie losses
related to these legal disputes. For additional
information, see Note 15 (Commitments and
Contingent Liabilities) to our consolidated and
combined financial statements.

Factors Affecting Our Results

Term Life Insurance Segment. - Our Term Life
Insurance segment results are primarily driven
by sales, accuracy of our pricing assumptions,
terms and use of reinsurance; mvestmem
income and expenses. ’

Sales and policies in force.  Sales of new term
policies and the size and characteristics of our
in-force book of policies are vital to our results
over the long term. Premium revenue is
recognized as it is earned over the term of the
policy and eligible acquisition expenses are
deferred and amortized ratably with the level
premiums of the underlying policies: However,
because we incur significant cash outflows at or
about the time policies are issued, including the
payment of sales commissions and underwriting
costs, changes in life insurance sales volume will
have a more immediate effect on our cash flows,

Historically, we have found that while sales
volume of term life insurance ;érodgj;ctsbetweeﬁ
fiscal periods may vary based on a vatiety of
factors, the productivity of our individual sales
representatives remains within a relatively
narrow range and, consequently, our sales



volume over the longer term generally correlates to the size of our sales force.

The average number of life-licensed sales representatives and the number of term life insurance
policies issued, as well as the average monthly rate of new policies issued. per life-licensed sales

representative, were as follows:

Year ended December 31,
2012 2011 2010

Average number of life-licensed sales representatives

90,981 91,855 - 96,840

Number of new policies issued

222,558 237,535 223,514

Average monthly rate of new policies issued per life-licensed sales

representative

0.20x  0.22x(1) 0.19x

(1) Our 2011 processing cycle provided five additional days of policy processing: Excluding the policies processed during these
additional days, the-average monthly rate of new policies issued per life licensed sales representative would - have been-0.21x

for 2011.
During 2012, the average monthly rate of new
policies issued per life-licensed sales
representative declined in comparison to the
prior year primarily due to the post-convention
recruiting surge that generated significant sales
referrals and opportunities in 2011 The increased
productivity of our individual sales
representatives in 2011 compared to 2010 was
driven primarily by the post-convention
recruiting-surge-and-sales of our TermNow
product, which was introduced during the year.
As a result of these two factors, productivity for
2011 was at the high end of our historical range.

Pricing assumptions.  Our pricing methodology
is intended to provide us with appropriate profit
margins for the risks we assume. We determine
pricing classifications based on the coverage
sought, such as the size and term of the policy,
and certain policyholder attributes, such as age
and health. In addition, we utilize unisex rates for
our term life insurance policies. The pricing
assumptions that underlie our rates are based
upon our best estimates of mortality, persistency
and investment yields at the time of issuance,
sales force commission rates, issue and
underwriting expenses, operating expenses and
the characteristics of the insureds, including sex,
age, underwriting class, product and amount of
coverage. Our results will be affected to the
extent there is a variance between our pricing
assumptions and actual experience,

Persistency. Persistency is a measure of
how long our insurance policies stay in force.
As a general matter, persistency that is lower

than our pricing assumptions adversely
affects our results over the long term
because we lose the recurring revenue

_stream associated with the policies that

lapse. Determining the near-term effects of
changes in persistency is more complicated.
When persistency is lower than our pricing
assumptions, we must accelerate the
amortization of deferred policy acquisition
costs ("DACY. The resultant increase’in
amortization expense is offset by a
corresponding release of reserves associated
with lapsed policies, which causes a
reduction in benefits and claims expense.
The reserves associated with any given
policy will change over the term of such
policy. As a general matter, reserves are
lowest at the inception of a policy term and
rise steadily to a peak before declining to
zero at the expiration of the policy term.
Accordingly, depending on when the lapse
occurs in relation to the overall policy term,
the reduction in benefits and claims expense
may be greater or less than the increase in
amortization expense and, consequently, the
effects on earnings for a given period could
be positive or negative. Persistency levels will
impact results to the extent actual
experience deviates from the persistency
assumptions used to price our products,

Mortality. ~Our profitability is affected to the
extent actual mortality rates differ from
those used in our pricing assumptions. We
mitigate a significant portion of our mortality
exposure through reinsurance.
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Investment Yields.

ed on yields available at the time a

ssued. For policies issued in 2010
and after, we have been u
interest rate assumption to reflect the
historically low interest rate environmernt

Both DAC and the reserve liability Increase

_with the assumed investment yield rate.
Since DAC is higher than the reserve liability
in the early vears of a policy, a lower

~assumed investment yield generally will
result in lower profits. In the later years,
when the reserve liability is higher than
DAL, a lower assumed investment vield
generally will result in higher profits. These
assumed investment yields, which like other

g assumptions are locked in at issue,

e timing but not the aggregate
amount of DAC and :esef“ve chang&és Actual
investment vields will impact net investment
income allocated tothe Term Life Insurance
segment, but will not impact DAC or the
reserve liability,

w%'f.f:h ‘éag a szgn ﬁgaﬁt eﬁem on our muﬁ“s of
a:»mraiscm& Since the mid-1990s, we have

mmsweé between 60% and 90% of the mortality

risk on our US. term life insurance policies on a
quota share yeat v renewable term ("YRT') basis.
In Canada, we previously utilized reinsurance
arrangeraents similar to the LS. in certain years
and reinsured only face amounts above
0 in other years. However, in the first
qumw of 2012, we entered into a YRT
reinsurance armﬂg&memt in Canada similar to
our U S program that reinsures 80% of the face
amount for every policy sold. YRT reinsurance
permits us to set future mortality at contractual
rates i’}j{ policy class. To the extent actual
mortality experience is-more or less favorable
than the contractual rate, the reinsurer will earn
inctemental profits or bear the incremental mgt
as applicable. In contrast to coinsurance, which
irtended to sliminate all risks (other than
wwt@maﬁy risk of the reinsurer) and rewards
iated with a specified percentage of the
block of ¢ ,é{:ses subject to the reinsurance
ammg@mer& the YRT reinsurance amﬁgeamentﬁa
we enter into are intended {}nly to re
volatility associated with variances between
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We use investment yield

sing an increasi ngg '

estimated and actual mortality rates.

The effect of our reinsurance arrangements on

© ceded premiums and benefits and expenses on

our statement ot income follows:

+ Ceded premiums. ~ Ceded premiums are the
premiums we pay to reinsurers, These
amounts are deducted from the direct
premiums we earn to calculate our net
premium revenues. Similar to direct
premium revenues, ceded coinsurance
premiums remain level over the initial term
of the insurance policy. Ceded YRT
premiums increase over the period that the
policy has been in force. Accordingly, ceded
YRT premiums generally constitute an
increasing percez«nmge of direct wemsuma
over the policy term,

“Benefits and claims. . Benefits and daims
include incurred claim amounts and
changes in future policy benefit reserves.
Reinsurance reduces incurred claims in
direct proportion to the percentage ceded.
Coinsurance also reduces the change in
future policy benefit reserves in direct
proportion to the percentage ceded while
YRT reinsurance does not significantly
impact benefit reserves.

Amortization of DAC  Amortization of DAC
is reduced on a pro-rata basis for the
coinsured business, including the business
reinsured with Citigroup Inc. (“Citigroup”).
There is no impact on amortization of DAC
associated with our YRT contracts.

Insurance expenses. Insurame expenses
are reduced by the allowances received
from coinsurance, including the business
reinsured with Cstggr{mp There is noimpact
ofinsurance expenses assecsated with our
YRT contracts. /

We may alter our reinsurance practices at any
time due to the unavailability of YRT reinsurance
at attractive rates or the availability of
alternatives to reduce our risk exposure. We
presently intend to continue ceding
approximately 90% of our U.S. mortality risk on
new business and approximately 80% of our
Canadian mortality risk on new business.




Net investment income.  Term Life Insurance
segment net investment income is composed of
two elements: allocated net investmentincome
and the market return associated with-the
deposit asset underlying the 10% reinsurance
agreement we executed in connection with-our
corporate reorganization. Invested assets are
allocated to the Term Life segment based on the
book value of the invested assets necessary to
meet statutory reserve requirements and.our
targeted capital objectives. Net investment
income is also impacted by the performance of
our invested asset portfolio and the market
return-on-the deposit asset which can be
affected by interest rates, credit spreads and the
mix of invested assets.

Expenses. Results are also affected by variances
in client acquisition, maintenance and
administration expense levels.

Investment and Savings Products

Segment. . Our Investment and Savings
Products segment results are primarily driven by
sales, the value of assets in client accounts for
which we earn ongoing management, service
and distribution-fees and the number of fee
generating accounts we administer.

Sales. We earn commissions and fees, such as
dealer re-allowances, and marketing and
support fees, based on sales of mutual fund and
managed account products and annuities. Sales
of investment and savings products are
influenced by the overall demand for investment
products in the United States and Canada, as
well as by the size and productivity of our sales
force. We generally experience seasonality in-our
Investment and Savings Products segment
results due to our high concentration of sales of
retirement account products. These accounts are
typically funded in February through April,
coincident with our clients’ tax return
preparation season. While-we believe the size of
our sales force is a factor in driving sales volume
in this segment, there are a number of cther
variables, such as economic and market
conditions, which may have a significantly
greater effect on sales volume in-any given fiscal
period.

Asset values in client accounts.  We earn

marketing and distribution fees (trail
commissions or, with respect to U.S. mutual
funds,; 12b-1 fees) on mutual fund and annuity
assets in the United States and Canada. In'the
United States, we also earn investment advisory
fees on assets inthe managed accounts
program. In Canada, we earn management fees
on certain mutual fund assets and on the
segregated funds for which we serve as
investment manager. Asset values are influenced
by new product sales, ongoing contributions to
existing accounts, redemptions and the change
in marketvalues in existing accounts. While we
offer a wide variety of asset classes and
investment styles, our clients’ accounts are
primarily-invested in equity funds.

Accounts. . We earn recordkeeping fees for
administrative functions we perform on behalf of
several of our retail and managed mutual fund
providers and custodial fees for services as a
non-bank custodian for certain of our clients’
retirement plan accounts.

Sales Mix. . While our investment and savings
products all have similar long-term earnings
characteristics, our results in a given fiscal period
will be affected by .changes in the overall mix of
products within these broad categories.
Examples of changes in the sales mix that
influence our results include the following:

+ sales of a higher proportion of mutual fund
products of the several mutual fund families
for which we act as recordkeeper will
generally increase our earnings because we
are entitled to recordkeeping fees on these
accounts;

+ sales of annuity products in the United
States will generate higher revenues in the
period such sales occur than sales of other
investment products that either generate
lower upfront revenues or,inthe case of
managed accounts and segregated funds,
no upfront revenues;

+ sales and administration of a higher
proportion of mutual funds that enable us
to.earn marketing and support fees will
increase our revenues and profitability;
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f a higher proportion of retirement
prrﬁdue 15 of several mutual fund families will
tend to result in higher revenue generation
due to our ability to earn custodial fees on
these accounts; and

sales of a %mhe* proportion of managed
/aac@u?*ﬁ am:i segregated funds products
; time over which
: be eamgd because we are
entitled to. h;ghar revenues based on assets
under management for these accounts in
lieu of upfront revenues.

Corporate and Other Distributed Products
Segment. \We earn revenues and pay
commissions and referral fees for various other
insurance products, prepaid legal services and
other financial products; all of which are
ariginated by third parties. NBLIC also
underwrites a mail-order student life policy and
a short-term disability benefit policy, neither of
which is distributed by our sales force, and has
in-force policies from $€3V1§i"a§ discontinued lines
of insurahce,

The Corporate and Other Distributed Products
segment is affected by corporate income and
expenses not allocated to our other segments,
net investment income (other than net
iaz\f(“*“i’l;!"{? nt income allocated to our Term Life
segment), claims experience for
inderwritten by NBLIC, general and
tive expenses (other than expenses
that are allocated to our Term Life Insurance or
Investment and Savings Products segments),
equity awards granted to management and our
sales force leaders at the time of our initial
public offering, interest expense onh notes
payable and realized gains and losses on our
invested asset portiolio.

i?ﬁ;:vzm£ Btructure. Ourfinancial results have
also been affected by changes in our capi ital
structure that have bocurred since ous corporate
reorganization in 2010, including the isstance of
the $375.0 million in principal ammmt {}f amiar
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See Note 9 (Notes Payable), Note 11
(Stockholders' Equity) and Note 15 ,
(Commitments and Contingent Liabilities) to QU?
consolidated and combined financial statements
for more i nfc}rmat:on on chaﬂggs in our capital
structure. .

Critical Accounting Estimates

We prepare our financial statements in -~
accordance with accounting principles generally
accepted in the United States of America ("US.
GAAP"), These principles are established
primarily by the Financial Accounting Standards
Board (“FASB”). The preparation of financial
statements in conformity with U.S. GAAP
requires us to make estimates and assumptions
based on currently available information when
recording transactions resulting from business
operations. Qur significant accounting policies
are described in Note 1 (Description of Business,
Basis of Presentation, and Summary of
Significant Accounting Policies) to our
consolidated and combined financial statements.
The most significant items on the balance sheet
are based on fair value determinations,
accounting estimates and actuarial
determinations, which are susceptible to
changes in future periods and could affect our
results of operations and financial position.

The estimates that we deem to be most critical
to an understanding of our results of operations
and financial position are those related to the
valuation of investments, DAC, future policy
benefit reserves and corresponding amounts
due from reinsurers, litigation, and income taxes.
The pwparanon and evaluation of these critical
accounting estimates involve the use of various

wmpt ons developed from management's
analyses and judgments. Subsequent experience
or use of other assumptions could produce
significantly different results,

Invested Assets

We hold primarily fixed-maturity securities,
including bonds and redeemable preferred
stocks, and equity securities, including common



and non-redeemable preferred stock. We have
classified these invested assets as available-for-
sale, except for the securities of our U.S. broker-
dealer subsidiary, which we have classified as
trading securities. All of these securities are
carried at fair value.

Fair value. Fair value is the price that would
be received upon the sale of an asset in an
orderly transaction between market participants
at the measurement date. Fair value
measurements are based upon observable and
unobservable inputs. Observable inputs reflect
market data obtained from independent
sources, while unobservable inputs reflect our
view of market assumptions in the absence of
observable market information. We classify and
disclose all invested assets carried at fair value in
one of the three categories prescribed by
Accounting Standards Codification

("ASC" Topic 820, Fair Value Measurement.

As of each reporting period, we classify all
invested assets in their entirety based on the
lowest level of input that is significant to the fair
value measurement. Significant levels of
estimation and judgment are required to
determine the fair value of certain of our
investments. The factors influencing these
estimations and judgments are subjéect to
change in subsequent reporting periods.

For additional information, see Note 1
(Description of Business, Basis of Presentation,
and Summary of Significant Accounting Policies),
Note 3 (Investments) and Note 4 (Fair Value of
Financial Instruments) to our consolidated and
combined financial statements.

Other-than-temporary impairments. We
recognize unrealized gains and losses on our
available-for-sale portfolio as a separate
component of accumulated other
comprehensive income. The determination of
whether a decline in fair value below amortized
cost is other-than-temporary is subjective.
Furthermore, this determination can involve &
variety of assumptions and estimates,
particularly for invested assets that are not
actively traded in established markets. We
evaluate a number of factors when determining
the impairment status of individual securities.

These factors include the economic condition of
various industry segments and geographic
locations and other areas of identified risk.

For available-for-sale securities in an unrealized
loss position that we intend to sell or would
more-likely-than-not be required to sell before
the expected recovery of the amortized cost
basis, we recognize an impairment charge for
the difference between amortized cost and fair
value as a realized investment loss in our
statements of income, For available-for-sale
securities in an unrealized loss position for which
we have no intent to sell and believe that it is
more-likely-than-not that we will not be
required to sell before the expected recovery of
the amortized cost basis, only the credit loss
component of the difference between cost and
fair value is recognized in earnings, while the
remainder is recognized in accumulated other
comprehensive income. The credit loss
component recognized in earnings is identified
as the amount of principal cash flows not
expected to be received over the remaining term
of the security.

For certain securitized financial assets with
contractual cash flows, including asset-backed
securities, we periodically update our best
estimate of cash flows over the life of the
security. Securities that are in an unrealized loss
position are reviewed at least quarterly for
other-than-temporary-impairment. If the fair
value of a securitized financial asset is less than
its cost or amortized cost and there has been a
decrease in the present value of the estimated
cash flows since the last revised estimate,
considering both timing and amount, an other-
than-temporary impairment charge is
recognized. Estimating future cash flows is a
quantitative and qualitative process that
incorporates information received from third-
party sources along with certain assumptions
and judgments regarding the future
performance of the underlying collateral.
Projections of expected future cash flows may
change based upon new information regarding
the performance of the underlying collateral.

Other categories of fixed-income securities that
are in an unrealized loss position are also
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reviewed atleast quarterly to determine if an
other-than-temporary impairment is present
based on certain guantitative and:-qualitative
factors. We. consider a number of factors in
determining whether the impairment is other-
than-temporary. These include:

»  actipnstaken byrating agencies;
+ default by the issuer;
«  the significance of the declineg

«  the intent to sell and the ability to hold the
investment until recovery of the amortized
cost basis, as noted above;

« the time period during which the decline
has occurred;

o an economic analysis of the issuer;

« the-financial strength, liquidity, and
recoverability of the issuer; and

» an analysis of the underlying collateral.

Although noset-formula is used inthis process,
the investment performance, collateral position,
and continued viability of the issuer are
significant measures that are Considered.

The other-than-temporary impairment analysis
that we perform onour equity securities
primarily focuses an the severity of the
unrealized loss as well as the length of time the
security's fair value has been below amortized
cost.

Other-than-temporary impairment analyses that
we perform involve the use of estimates,
assumptions, and subjectivity. If these factors or
future events change, we could experience
material other-than-temporary impairments in
future pernods, which could adversely affect our
financial condition, results of operations and the
size and quality of our invested assets portfolio.

o

- additionalinformation, see-Note 1
{Description of Business, Basis of Presentation,
and Summary of Significant Accounting Policies)
ard Note 3 {Investments) to our consolidated
and combined financial statements.

Deferred Policy Acquisition Costs

We defer incremental direct costs of successful
contract acquisitions that result directly from

nd are essential to the contract transaction(s)
and that would not have been incurted had the
contract transaction{s) not occurred. These costs
mainly include commissionsand policy issue
expenses. The recovery of such costs is:
dependent on the future profitability of the
related policies, which, in‘turn-is dependent
principally upon mortality, persistency, the
expense of administering the business, and
investment returns, as well as upon-certain
economic variables, such as inflation. DAC is
subject to recoverability testing annually and
when circumstances indicate that recoverability
is uncertain. We make certain assumptions
regarding persistency, expenses, interest rates
and claims, These assumptions may not be
modified, or unlocked, unless recoverability
testing deerms them to be inadequate. We
update assumptions for new business to reflect
the most recent experience.

Deferrable term life insurance policy acqguiisition
costs are amortized over the premium-paying
period ofthe related policies in proportion o
premium income. If actual lapses or withdrawals
are different from pricing assumptions for a
particular period, DAC amortization will be
affected. If the rate of policies that lapse are 1%
higher than the rate of policies that we expected
tolapse in our pricing assumptions,
approximately 1% more of the existing DAC
balance will be amortized, which would have
been equal to approximately $9.7 million as of
December 31, 2012 (assuming such lapses were
distributed proportionately among policies of all
durations). We believe that a lapse rate in the
number of policies that is 1% higher than the
rate assumed In our pricing assumptions is a
reasonably possible variation. Higher lapses in
the early durations would have a greater effect
on DAC amortization since the DAC balances are
higherat the earlier durations. Differences in
actual mortality rates compared to our pricing
assumptions will not have a material-effect'on
DAC amortization. Due to the inherent
uncertainties in making assumptions about



future events, materially different experience
from expected results in persistency or mortality
could result in a material increase or decrease of
DAC amortization in a particular period.

Deferrable acquisition costs for Canadian
segregated funds are amortized over the life of
the policies in relation to historical and future
estimated gross profits before amortization. The
gross profits and resulting DAC amdartization will
vary with actual fund returns, redemptions and
expenses.

For additional information on DAC, see Note 1
(Description of Business, Basis of Presentation,
and Summary of Significant Accounting Policies)
and Note 6 (Deferred Policy Acquisition Costs) to
our consolidated and combined financial
staterments.

Future Policy Benefits and Reinsurance

We calculate and maintain reserves for the
estimated future payment of claims to our
policyholders based on actuarial assumptions
and in accordance with industry practice and
U.S. GAAP. Liabilities for future policy benefits on
our term life insurance products have been
computed using a net level method, including
assumptions as to investment yields, mortality,
persistency, and other assumptions based on
our experience. Many factors can affect these
reserves, including mortality trends, investment
yields and persistency. Similar to the DAC
discussion above, we cannot modify the
assumptions used to establish reserves during
the policy term unless recoverability testing
deems them to be inadequate. Therefore, the
reserves we establish are based on estimates,
assumptions and our analysis of historical
experience. Our results depend significantly
upon the extent to which our actual claims
experience is consistent with the assumptions
we used in determining our reserves and pricing
our products. Our reserve assumptions and
estimates require significant judgment and,
therefore, are inherently uncertain. If actual
lapses are different from pricing assumptions for
a particular period, the change in the future
policy benefits, which is reflected in benefits and

claims inour statements of income, will be
affected.

We use reinsurance extensively. We determine if
a contract provides indemnification against loss
or liability in relation to the amount of insurance
risk to which the reinsurer is subject. We review
all contractual terms, particularly those that may
limit the amount of insurance risk to which the
reinsurer is subject that may delay the timely
reimbursement of claims. If we determine that
the possibility of a significant loss from
insurance risk will occur only under remote
circumstances, we record the contract under the
deposit method of accounting with the net
amount receivable reflected in other assets on
our consolidated balance sheets. Reinsurance
premiums, commissions, expense
reimbursements, benefits, and reserves related
to reinsured long-duration contracts are
accounted for over the life of the underlying
contracts using assumptions consistent with
those used to account for the underlying
policies. We analyze and monitor the
creditworthiness of each of our reinsurers to
minimize collection issues.

If the rate of policies that lapse are 1% higher
than the rate of policies that we expected to
lapse in our pricing assumptions, approximately
1% more of the future policy benefit reserves
will be released, which would have been equal to
approximately $46.3 million as of December 31,
2012 (assuming such lapses were distributed
proportionately among policies of all durations).
The future policy benefit reserves released from
the additional lapses would have been partially
offset by the release of the corresponding due
from reinsurers asset of approximately $37.2
million as of December 31, 2012, Higher lapses
in later durations would have a greater effect on
the release of future policy benefit reserves since
the future policy benefit reserves are higher at
the later durations. Differences in actual
mortality rates compared to our pricing
assumptions will not have a material effect on
future policy benefit reserves. We cannot
determine with precision the ultimate amounts
that we will pay for actual ¢laims or the timing of
those payments.
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For additional information:on-future policy
benefits and reinsurance, see Note 1
(Description: of Business, Basis of Presentation,
and Surmmary of Significant Accounting Policies)
and Note & (Reinsurance) to our consolidated
and combingd financial statements,

Litigation

The Company is involved from time to time in
legal disputes, regulatory inguiries and
arbitration proceedings in the normal course of
business. These disputes are subject to
uriceriainties, including indeterminate amounts
sought in certain of these matters and the
inherent unpredictability of litigation. We
recognize losses for legal contingencies when
payments associated with the contingency
become probable and can be reasonably
estimated. Due to the difficulty of estimating
litigation cutcomes, actual costs may be
substantially higher or lower than any amounts
reserved. Legal costs, such as attorney's fees and
other ltigation-related expenses, that are
incurred in connection with litigation.are
expensed as incurred.

For additional information on contingent
fiabilitieg, see Note 15 (Commitments and
Contingengies) to. our consolidated and
caimbined financial statements.

Incorme Taxes

We-dccount for income taxes using the asset and
liability method. We recognize deferred tax
assets and labilities for the future Tax
conseguences atinibutable to () differences
between the financial statement carrving
amounts of existing assets and liabilities and
their respective tax bases and (i) operating loss
and tax credit carryforwards. Deferred tax assets
and liabilites are measured using enacted tax
rates expected to apply to taxable income in the
years. inwhich those temporary differences are
expected 1o be recovered or settled. We
recognize the effect on deferred tax assets and
liabilities of a change in tax rates inincome in
the period that includes the enactment date.
Deferred tax assets are recognized subjéct to

gy Lives Here™

management’s judgment that realization is more
likely than not applicable to the periods in which
we expect the temporary difference will reverse.

In light of the multiple tax jurisdictions in which
we operate; our tax returns are subject to
rautine audit by the Internal Revenue Service
("IREY and other taxation authorities. The rasults
of these audits at times produce uncertainty
regarding particular tax positions taken in the
year(s) of review., The Company records
uncertain tax positions as prescribed by

ASC Topic 740, Income Taxes, which requires
recognition at the time when it is more likely
than not that the position in question will be
upheld. Although management believes that the
judgment and estimates involved are reasonable
and that the necessary provisions have been
recorded, changes in circumstances or
unexpected events could adversely affect our
firancial position, results of operations; and cash
flows.

For additional information on income taxes, see
Note 1 (Description of Business, Basis of
Presentation, and Summary of Significant
Accourting Policies) and Note 10 (Income Taxes)
to our consolidated and combined financial
statements.

The April 2010 Transactions

We refer to the corporate reorganization; the
reinsurance transactions, the concurrent
transactions ancd-the private sale described
below collectively as the “April 2010
Transactions”.

The corporate reorganization. The Parent
Company was incorporated in Delaware in
October 2009 by Citigroup to serve as a holding
company for the life insurance and financial
products distribution businesses that we have
operated for more than 30 years. At such time,
we issued 100 shares of common stock to
Citigroup. These businesses, which prior to
April 1, 2010, were wholly owned indirect
subsidiaries of Citigroup, were transterred to us
in a reorganization pursuant to which we issued
to a wholly owned subsidiary of Citigroup:

{1y 74,999,900 shares of our common stock (of



which 24,564,000 shares of common stock were
subsequently sold by Citigroup in our IPO;
16,412,440 shares of common stock were
subsequently sold by Citigroup in mid-April
2010 to certain private equity funds managed by
Warburg Pincus LLC ("Warburg Pincus”) for a
purchase price of $230.0 million (the "private
sale”); and 5,021,412 shares of common stock
were immediately contributed back to us for
equity awards granted to our employees and
sales force leaders in connection with our IPO),
(i) warrants to purchase from us an aggregate of
4,103,110 shares of our common stock (which
were transferred by Citigroup to Warburg Pincus
pursuant to the private sale), and (iii) a $300.0
million note payable due on March 31, 2015
bearing interest at an annual rate of 5.5% (the
“Citigroup Note"). Prior to April 1, 2010, we had
no material assets or liabilities. Upon completion
of the April 2010 Transactions, the Parent
Company's primary asset was and continues to
be the capital stock of its operating subsidiaries,
and its primary liability was the Citigroup Note.

The reinsurance transactions. In March 2010,
we entered into coinsurance agreements (the
“Citigroup reinsurance agreements”) with two
affiliates of Citigroup and Prime Reinsurance
Company, Inc. ("Prime Re"), then a wholly owned
subsidiary of Primerica Life Insurance Company
("Primerica Life") (collectively, the "Citigroup
reinsurers”). We refer to the execution of these
agreements as the "Citigroup reinsurance
transactions”. Under these agreements, we
ceded between 80% and 90% of the risks and
rewards of our term life insurance policies that
were in force at year-end 2009. We also
transferred to the Citigroup reinsurers the
account balances in respect of the coinsured
policies and approximately $4.0 billion of assets
to support the statutory liabilities assumed by
the Citigroup reinsurers, and we distributed to
Citigroup all of the issued and outstanding
common stock of Prime Re. As a result, the
Citigroup reinsurance transactions reduced the
amount of our capital and substantially reduced
our insurance exposure. We retained our
operating platform and infrastructure and
continue to administer all policies subject to
these coinsurance agreements.

The concurrent transactions. ~ During the first
quarter of 2010, we declared distributions to
Citigroup of approximately $703 million. We also
recognized theincome attributable to the
policies underlying the Citigroup reinsurance
transactions as well as the income earned on the
invested assets backing the reinsurance balances
and the extraordinary dividends declared in the
first quarter. These items were reflected in the
statement of income for the three months
ended March 31, 2010. Furthermore, because
the Citigroup reinsurance transactions were
given retroactive effect back to January 1, 2010,
we recognized a return of capital on our balance
sheet for the income earned on the reinsured
policies during the three months ended

March 31, 2010.

In April 2010, we completed the following
additional concurrent transactions:

»  we completed the IPO pursuant to the
Securities Act of 1933, as amended, and our
stock began trading under the ticker symbol
“PRI" on'the NYSE;

« we issued equity awards for 5,021,412
shares of our common stock to certain of
our employees, including our officers, and
certain of our sales force leaders, including
221,412 shares which were issued upon
conversion of existing equity awards in
Citigroup shares that had not yet fully
vested; and

+ Citigroup accelerated vesting of certain
existing Citigroup equity awards triggered
by the IPO and the private sale.

Additionally, we made elections with an effective
date of April ‘1, 2010 under Section 338(h)(10)

of the Internal Revenue Code (the

“Section 338(h)(10) elections”); which resulted in
reductions to stockholders’ equity of $174.7
million and corresponding adjustments to
deferred tax balances.

During the first quarter of 2010, our federal
income tax return was included as part of
Citigroup's consolidated federal income tax
return, On March 30, 2010, in anticipation of our
corporate reorganization, we entered into a tax
separation agreement with Citigroup. In
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accordance with the tax separation agreement;
Citigroupis resporisible for, and shall indemnify

Results of Operations

and hold the Company harmiess from:and fe;;mn‘ues. Qur revenues consist of the
against; any consolidated, combined, affiliated, OHOWING:
unitary or similar federal state orlocalincome o “Net premiums, ~ Reflects direct premiums

ta liability withirespect to the Company for any
taxable periad ending:on or before April 7, 2010,
the closing date of the PO,

The private sale. In February 2000, Citigroup
entered into a securities purchase agreement
with Warburg Pincus and us pursuant to which,
ity mid=April 2010, Citigroup sold to Warbiurg
Pincus 16,412 440 shares of our common stock
and warrants to purchase from us 4,103,110
additional shares of our common stock. The
warrants have a seven-year term and an exercise
price of $18.00 per share.

Period-over-period comparability. Due to
the timing of these transactions and their impact
on ourfinancial position and results of
operations, period-over-period comparisons will
reflect significant non-comparable accounting
transactions and account balances. The most
significant accounting transaction was the
reinsurance transactions described-above, which
affected both the size and compaosition of our
balance sheet and statement of income.
Additionally, the corporate reorganization and
the concurrent transactions had-a significant
impact ori the composition of our balance sheet.
As a result, our statements of income for the
years ended December 31, 2012, 2011, and 2010
present-income that is significantly lower than in
2009

From a statement of income perspective, the
April 2010 Fransactions impacted ceded
premitms, net premiums, net investment
income, benefits and claims, amortization of
DAC, inslrance cormmissions, insurance
expenses, intergst expense and income taxes.
Actoal resulis for periods ended prior to April 1,
2010 will not be indicative of-orcomparable to
future-actual results. Furthermore, actual resulls
for-the year ended December 31, 2010 will not
be comparable to results in future years as they
are affected by the inclusion of three months of
aperations prior to the April 2010 Transactions.
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payable by our policyholders on our in-
forceinsurance policies, primarily termiiife
insurance, net of reinsurance premiums that
we pay to reinsurers. '

Commissions and fees.  Consists primarily
of dealer re-allowances earned on the sales
of investment and savings products, trail
commissions and management fees based
on the asset values of client accounts,
marketing and support fees from product
originators, custodial fees for services
rendered in our capacity as nominee on
chient retirement accounts funded by mutual
funds on our servicing platform,
recordkeeping fees for mutual funds on our
servicing platform and fees associated with
the sale of other distributed products.

Net investment income. . Represents
income, net of investment:related expenses,
generated by our invested asset portfolio,
which consists primarily of interest incorne
earned on fixed-maturity investments.
Investment income earned on assets
supporting our statutory reserves and
targeted capital is allocated to our Term Life
Insurance segment, with the balance
included in our Corporate and Other
Distributed Products segment.

Realized investment gains (losses), including
other-than-temporary impairments

("OTTIY - Reflects the difference between
amortized cost and amounis realized:on the
sale of invested assets, as well as OTT]
charges.

Other, net.  Reflects revenues generated
primarily from the fees charged for access
to our sales force support applications, as
well as revenues from the sale of marketing
materials and other miscellaneous itemns.



Benefits and Expenses. Our operating
expenses consist of the following:

o Benefits and claims. Reflects the benefits
and claims payable on insurance policies, as
well-as changes in our reserves forfuture
policy claims and reserves for other benefits
payable, net of reinsurance.

s Amortization of DAC.  Represents the
amortization of capitalized costs associated
with the sale of an insurance policy or
segregated fund, including sales
commissions, medical examination and
other underwriting costs, and other policy
issuance costs.

« Insurance commissions. Reflects sales
commissions in respect of insurance
products that are not eligible for deferral.

= Insurance expenses. Reflects non-capitalized
insurance expenses, including staff
compensation, technology and
communications, insurance sales force-
related costs, printing, postage and
distribution of insurance sales materials,
outsourcing and professional fees, premium
taxes, amortization of certain intangibles and
other corporate and administrative fees and
expenses related to our insurance operations.

o Sales commissions. Represents
commissions to our sales representatives in
connection with the sale of investment and
savings products and products other than
insurance products.

+ Interest expense. - Reflects interest on the
Senior Notes, the financing charges related
to an issued letter of credit, and a finance
charge incurred pursuant to our
coinsurance agreement with Citigroup.

= Other operating expenses. Consists
primarily of expenses that are unrelated to
the distribution of insurance products,
including staff compensation, technology
and communications, various sales force-
related costs, printing, postage and
distribution of sales materials, outsourcing
and professional fees, amortization of
certain intangibles and other corporate and
administrative fees and expenses.

Insurance expenses and operating expenses
directly attributable to the Term Life Insurance
and the Investment and Savings Products
segments are recorded directly to the applicable
segment. We allocate certain other operating
expenses that are not directly attributable to a
specific operating segment based ‘on the relative
sizes of our life-licensed and securities-licensed
independent sales forces. These allocated costs
include field technology, supervision, training
and certain legal costs. We also-allocate certain
technology and occupancy costs to our
operating segments based on usage. Costs that
are not directly charged or allocated to our two
primary operating segments are included in our
Corporate and Other Distributed Products
segment.

Primerica 2012 Annual Report 69



2012 Compared to 2011

Primerica, Inc. and Subsidiaries Results.
Decamber 31, 2012 and 2011 were as follows:

OQur actual results of operations for the years ended

Revenues:
Direct premivms

Yoar ended December 31, Change
2012 2011 % %
(Dollars in thousands)

$ 2,267,975 $2229467 % 38508 2%

Ceded pramiums

(1,663,753} (1,703,075) - (39,322) (27%

vvvvv Net premiums 604,222 526,392 77,830 15%
Commissions and fees 427775 412,979 14,796 4%
Met inves?m@nt income 100,804 108,601 (7,797) (7Y%

Realized investment gains, including OTTI

11,382 6440 4942 T7%

Other, net 46,532 48681 (2149 @)%
Total revenues 1,190,715 1,103,093 87622 8%
Benefits and expenses: /
Benefits and claims 278,747 242,696 . 36,051 15%
Amortization ol DAC 118,598 104,034 /14564 14%
Sales commissions 204,569 191,722 12,847 7%
Insurance expenses 96,541 89,192 7,349 8%
Insurance commissions 27,555 38618 (11,063 - (29%

Interest expense

33,101 27,968 5133 18%

m*w operating %xgeﬁse% 164,716 164,954 (238 *
*(}irjx benefils and expenses 923,827 859,184 64,643 8%
Income before income taxes 266,888 243;9{39 22,979 9%

Income taxes 93,082 86,718 . 6,364 7%

MNet incoime

$ 173,806 $ 157,191 §$ 16,615 11%

’ Lesy than 1%

Total revenues. ‘}Jring 2012, total revenues
%M{Qéﬁﬁé due primatily to gf(ywi‘“a nthe Term
Life Insurance segment. This increase |
reflects incremental premiums on new term life
msurance policies issued subsequent to the

Uitigroup reinsurance transactions {"New Term”),

c-and higher client asset values in our
§’§£§ Savmgb Product segment in

ofy in the average size of our
invested ags *2‘*(}519 largely contributed to
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the decrease in net investment income for 2012,
Realized investment gains were higher due to
income received from certain fixed income
securities that were tendered and gains from
sales of invested assets to fund share
repurchases during 2012,

Total benefits and expenses.  Total benefits and
expenses increased in 2012 primarily as a result
of the growth in premium-related costs, which
include benefits and claims, DAC armortization,
and insurance expenses from the continued




growth in our Term Life business. In addition,
sales commissions on investment products were
higher consistent with the increase in
commissions and fees revenue noted above.
These increased costs were partially offset by
lower non-deferrable insurance commissions for
2012, which were attributable to changes in
incentive programs for our sales representatives
during 2012 that more directly relate to life
policy acquisitions.

Income taxes. Our effective income tax rate
was 34.9% in 2012 and 35.6% in 2011. The lower

effective income tax rate during 2012 versus
2011 was primarily driven by decreasing
Canadian statutory income tax rates combined
with capital planning decisions to permanently
reinvest certain unremitted Canadian earnings.

For additional information, see the discussions
of results of operations by segment below.

Term Life Insurance Segment. Our actual
results for the Term Life Insurance segment for
the years ended December 31, 2012 and 2011
were as follows:

Year ended December 31, Change
2012 2011 $ %

Revenues:
Direct premiums

{Dollars in thousands)

$ 2,193,280 $2,149,594 $ 43,686 2%

Ceded premiums (1,649,622) (1,688953) (39,331) ()%
Net premiums 543,658 460,641 83,017 18%
Allocated net investment income 69,022 62,688 6,334 10%
Other, net 30,357 31,666 (1,309) (4%
Total revenues 643,037 554,995 88,042 16%
Benefits and expenses:
Benefits and claims 239,346 197,159 42,187 21%
Amortization of DAC 104,272 89,474 14,798 17%
Insurance expenses 85,156 75,048 10,108 13%
Insurance commissions 9,599 19,396 9,797y  (51)%
Interest expense 15,835 11,468 4,367 38%
Total benefits and expenses 454208 392545 61,663  16%

Income before income taxes

$ 188829 $ 162450 $ 26379 16%

Net premiums. The increase in net premiums in
2012 is primarily due to the continued addition
of New Term in-force business combined with
the run-off of business subject to the Citigroup
reinsurance transactions. While ceded premiums
supporting YRT reinsurance programs for New
Term are less than 20% of direct premiums,
ceded premiums for the block of business
coinsured by Citigroup are more than 80% of
direct premiums. As a result, as we continue to
build New Term and the block coinsured by

Citigroup continues to run off, net premiums will
continue to grow faster than direct premiums,
albeit at a declining rate of growth.

Net premiums were also affected by ceded
premium recovery transactions. Over the normal
course of business, we reprocess a small portion
of our reinsurance transactions that are either
misprocessed or intentionally not processed on
an automated basis due to system constraints, In
the second quarter of 2012, the reprocessing of
certain transactions resulted in an increase in net
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premiums of approximately $6.4 million that was
substantially offset by a corresponding intrease
in benefits and claims, contributing to the 2012
growth rate in benefits and claims outpacing the
growth rate in'net premiums: Nét prémium
growth in 2012 was also partially offset by ceded
premiurm recoveries of approximately $8.7
mitlion in the first quarter of 2011.

Allocated netinvestment incorne. - The increase
in allocated netinvestment income was largely
attributabie to higher allocated Term Life
invested assets to support increased statutory
reserves from growth in New Term business.

Benefits and claims. The increase in benefits
and claims was largely indicative of growth in
the Term Life business. The growth rate in
benefits and claims outpaced the increase innet
prafmiums: primarily as a result of higher incurred
claims during 2012-and the reprocessed
reinsurance transactions discussed above,
partially offset by a 2011 charge of
approximately $4:.0 million related to cumulative
potential claims identified through tross-
checking public death records for

deceased policyholders for whom ¢laims had not
been filed and of which we previously had been
unaware.

Amortizationof DAC.  The increase in
amortization of DAC was largely attributable to
growth in New Term business. The growth in
DAC amortization was relatively

consistent with the growth in net premiums
year-over-year.

Insurance commissions. The decrease in
insurance commissions was largely driven by
changes 1o our-agent incentive programs that
resulted in'a higher portion of commissions
being deferred during 2012 comparecd to 2011

Insurance expenses. Insurance expenses
increased mainly due to higher premium-related
taxes, licenses and fees as well as the run-off of
expense allowances received under the
Citigroup reinsurance agreements. Also
contributing to the increase-in 2012 was higher
employee compensation costs from merit
increases, an additional year of stock
compensation amortization and the emergence
of higher spending for information technology
contracts. These increases were partially offset
by certain 2011 costs that did not recur,
including expenses associated with convention-
related initiatives and the write-off of medical
testing materials.

interest expense. . Interest expense increased
due to the redundant reserve financing executed
in 2012

Product sales and face amount in force.  We
issued 222,558 new life insurance policies in
2012 eompared with 237,535 new policiesin
2011, primarily as a result of recruiting growth
following our 2011 convention-and the
subsequent return to a normalized range of
productivity during 2012,

The changes in the face amount of our-in-force
book of term life insurance policies were as
follows:

Year ended
December 31, Change

2012 2011 $ %

Face amount inforce, beginning of period

{Dollars in millions)

$664,955 $656,791  $ 8,164 1%

Issued face aroount 68,053 FRUAG6 (50893 (%
Terminations 61,593) (66951 (5358 (8%
Foreign currency {1,003) 1969  {2,972) *

Face-amount in force, end of period

$670412 $664.955 §5457 1%

* o Notmieghingful

vy i " bdovpm™
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The total face amount of policies in force
increased in 2012 reflecting lower terminations
on existing policies, partially offset by a decline
in the issued face amount of policies. The
primary cause for the decrease in issued face
amount during 2012 is the impact that the 2011
recruiting surge had on new policies issued in

the prior year. The decrease in terminations
resulted from higher persistency.

Investment and Savings Product

Segment. Our results of operations for the
Investment and Savings Products segment for
the years ended December 31,2012 and 2011
were as follows:

Year ended
December 31, Change

2012 2011 $ %

Revenues:
Commissions and fees:

{Dollars in thousands)

Sales-based revenues

$184,998 $170,362 $14,636 9%

Asset-based revenues

179,725 173,059 6,666 4%

Account-based revenues

38,510 41,997 - (3,487) (8)%

Other, net

10,732 11,285 (553)  (5)%

Total revenues

413,965 396,703 - 17,262 4%

Expenses:
Amortization of DAC

10,956 12,482 (1,526} (12)%

Insurance commissions

5,070 8,851 219 2%

Sales commissions:

Sales-based

129,814 118387 11,527 10%

Asset-based

61,491 57,901 3,590 6%

Other operating expenses

81,418 82,000 (588) - (1)%

Total expenses

292,849 279,627 13,222 5%

Income before income taxes

$121,116  $117,076 $ 4,040 3%
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Supplemental information on the underlying metrics that drove results follows.

Yesr ended December 31, Change
2012 2011 4 %

Product sales:
Retail mutual funds

{Dollars in millions and accounts in thousands)

$ 2346 % 2230 § 116 5%

Annuities and other

1,802 1674 228  14%

Total sales-based revenue generating product sales

4,248 3,904 344 9%

Segregated funds 328 332 @ %

Managed accounts 136 29 107 *
Total product sales $ 4712  $ 4265 % 447 10%

Average client asset values:

Retail mutual funds $24,214  $24105 $ 109 *

Annuities and otheér

9,149 8,276 873 11%

Segregated funds

2,541 2,489 52 2%

Total average asset values in client accounts

$35904  $34870  $1.034 3%

Average number of fee-generating accounts:
Recordkeeping accounts

2,567 2,627 ©0) @)%

Custodial accounts

1,945 1,956 11 - @M%

Less than 1% or rot meaningful.

Commissions-and fees. . Commissions and fees
increased largely due to higher product sales, as
well as an increase in average client asset values.
The increase in product sales was driven by
higher mutual fund sales and new offerings of
fixed-indexed annuities, which was partially
offset by a decline in variable annuity sales.
Higher asset-based revenues were primarily the
result of the increase in average client asset
values, which reflects market conditions
combinad-with-an increase in sales mix towards
managed accounts products launched in 2011
The distribution of managed accounts results in
higher ongoing asset-based revenues in lieu of
uptront sales-based revenues. The increases in
total revenuss were slightly offset by a
recordkeeping fee structure change that resulted
in @ decrease in account-based revenues and
other opérating expenses.

Amortization of DAC, The decrease in the rate
of DAC amortization was primarily driven by the

Abives Here™

irmpact of improved investment returns on our
Canadian segregated funds products.

Sales commissions.  The increase in

commissions was primarily driven by the
increases in commissions and fees revenue
noted above,

Other operating expenses, Other operating
expenses remained comparatively flat year-over-
year as the decrease in expenses from the
change in the recordkeeping fee structure
discussed above was mostly offset by increased
legal fees and expenses, as well as higher
employee compensation costs from merit
increases and another year of stock
compensation amortization. The increase in legal
fees and expenses was primarily due to $2.9
million of expenses recorded in the fourth
quarter of 2012 attributable to defending claims
alleged by certain participants in the Florida
Retirement System’s defined benefit plan. See




Note 15 (Commitments and Contingent
Liabilities) to our consolidated and combined
financial statements for more information.

Product sales. Investment and savings products
sales were higher in 2012 compared to 2011
largely reflecting the introduction of our fixed

indexed annuity and managed accounts
products and greater sales of retail mutual
funds.

Asset values in client accounts. Changes in
asset values in client accounts were as follows:

Year ended
December 31, Change

2012 2011 $ %

Asset values, beginning of period

{Dollars in millions)

$33,664 $34,869 $(1,205) (3%

Inflows

4,712 4,265 447  10%

Redemptions

(4442) (4,275) 167 4%

Change in market value, net and other

3452  (1,195) 4,647 *

Asset values, end of period

$37,386 $33664 $3722 11%

* Not meaningful.

Asset values in client accounts increased in 2012
largely due to improved market conditions. The
growth in inflows was consistent with the
increase in product sales volume. Redemptions

increased during 2012 primarily due to the
increase in average client asset values. In 2012,
the rate of redemptions relative to average client
asset values remained in line with 2011.
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Corporate and Other Distributed Products Segment. Our actual results of operations for the
Carporate and Other Distributed Products segment for the years ended December 31, 2012 and 2011

were a5 follows:

Revenues:
Direct oremiums

Year ended
December 3L, ti‘iange
012 2011 $ ; %
{Dollars in thotisands)

$ 74695 § 79873 § (5178) B)y%

Ceded premiums (14,131) (14,122) 9 *
Net-preémiums 60,564 65,751 (5,187 8%
Commissions.and fees 24,542 27,561 (3,019) (1%
Allocated net investment income 31,782 45913  (14,131) 31)%
Realized investment gains, including OTTI 11,382 6,440 4942 T7%

Other, net

5,443 5,730 (287) (5)%

Total revenues 133,713 151,395  (17,682) (12)%
Benefits and expenses:
Benefits and claims 39,401 45,537 (6,136) {13)%

Amortizationof DAC

3,370 2,078 1,292 62%

Sales comimissions 13,164 15,434 (2,270) (15)%
Insurance expenses 11,385 14,144 (2,759) (Z20)%

Insurance commissions

8,886 10,371 (1,485) (14)%

Interest expense 17,266 16,500 766 5%
Other operating expenses 83,298 82,948 350 *
Total benefits and expenses 176,770 187,012  (10,242) (5%

Loss before incomie taxes

$(43,057) $(35617) § 7440 21%

i
[ornteamviinetevod

o Legs than 1%.

Total revenues. Total revenues decreased
during the year ended December 31, 2012
primarily due to lower net investment income
from a lower average base of invested assets
subseguent to share repurchases throughout
2012. The decline also resulted from the
termination of our loan business and a decrease
in our short-term disability product tine. These
decreases were partially offset by realized
investrment gains from the sale of invested assets
sold to fund share repurchases during 2012,
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Benefits and claims.  Benefits and claims were

lower primarily due to lower claims experienced
on our short-term disability product, which is
unhderwritten by NBLIC, our New York insurance
subsidiary. Benefits and claims were also lower
compared to the prior year due to the impact of
an approximately $1.1 million charge recorded
during 2011 to record cumulative potential claims
related to cross-checking public death records to
identify deceased policyholders for whom claims
have not been filed and of which we were
unaware, which did not repeat in the 2012,



Amortization of DAC. During the year ended
December 31, 2012, DAC amortization increased
approximately 62% primarily associated with
refinements in policy estimates for student life
products.

Insurance expenses. Insurance expenses were
lower in 2012 in large part due to a charge for

our estimated share of the liquidation plan for

Executive Life Insurance Company of New York,
an unaffiliated life insurance company, filed by

the NYSDFS during 2011.

Sales commissions. The decrease in sales-
based commissions was primarily driven by the
decline in commissions and fees revenue related
to the termination of our loan business.

Interest expense. Interest expense increased

primarily due to the issuance of the Senior Notes
in 2012, which was at higher principal amount
versus the repaid Citigroup Note. This increase
was partially offset by the comparatively lower
interest rate on the Senior Notes.

Other operating expenses. The increase in
other operating expenses is largely attributable
to higher employee compensation costs from
merit increases and an additional year of stock
compensation amortization, partially offset by
certain prior year charges.

Primerica 2012 Annual Report 77



mzz Compared to 3&1@

Primerica, Inc. and Subsaﬁwrws Results.  Our
aciual results of operations for the years ended
December 31, 2011 and 2010 and-our pro forma

results of operations for the year ended
December 31, 2010 were as follows:

Setual 2011 Actual 2011 v,
Actual Actizal 2010 Change ~ * Pro forma - Pro forma 2010 Change
2004 2040 3 % 2010 $ Yo
(Dollars in thousands) :
Revernes: :
Dirgct pramiuems $.2,229.467 42,181,074 § 48,393 2% 42,181,074 -§$ 48393 2%
Ceded premiums (1,703,075 (1,450,367) 252,708 = 17% (1.746,695) (43,620) (2%
Net premiums 526,392 730,707  (204.315) (28)% 434,379 92013 21%
Cmm‘m ssipns and fees 412,979 382,940 30,039 8% 382,940 30,039 8%
Net investment income 108,601 165,111 (56,510) (34)% 110,376 (1,775) (2)%
Realized investmsnt
gains, including OTTI 6,440 34,145 (27,705) (L% 34,145 (27,705) BL%
Other, net 48,681 48,960 (279) * 48,960 279 *
Total revenues 1,103,093 1,361,863 (258,770) (19)% 1,010,800 92,293 9%
Benetits and expenses:
Benefits and claims 242 696 317,703 (75007 (24)% 189,499 53,197 28%
Amortization of DAC 104,024 147,841  (43,807) (0% 82,287 21,747 26%
Sales commissions 191,722 180,054 11,668 6% 180,054 11,668 6%
Insurance expenses 89,192 105,432 {15940) (15% 79,049 10,143 13%
Insurance commissions 38,618 48,182 (9,564) (200% 46,513 {7,895) {17Y%
Interest expense 27,968 20,872 7,096 34% 27,809 159 *
164,954 180,610  (15,656) (9% 183,686 (18,732 {10)%
Total be nmféx and
enpenses 859,184 1,000,394 (141,210 (1% 788,897 70,287 9%
Income before income
| taxes 243,909 361,469 (117.560) (33)% 221,903 22,006 10%
Income taxes 86,718 129013 {42,295 (33)% 79,810 6,908 9%
Net income $ 157,191 $ 232456 § (75265 (32)% % 142,093 § 15098 11%

Less than 1%.

We entered into the Citigroup reinsurance and
reorganization transactions during March and
Amii o 10: As such, actual results:for the year
scember 31, 2010 include three months
of c}m rations prior to the Citigroup reinsurance
and reorganization transactions. Actual results

Frogiom Lives Mere™

for the year ended December 31, 2010 also
include income attributable to the underlying
policies that were reinsured to Citigroup on
March 31, 2010 as well as net investment income
earned on the invested assets backing the
reinsurance balances transferred to the Citigroup



reinsurers and a portion of the distributions to
Citigroup made as part of our corporate
reorganization. Due to the April 2010 issuance of
the Citigroup Note, interest expense only reflects
nine months of interest expense in 2010. The
Citigroup reinsurance transaction impacted the
Term Life Insurance segment, while the
reorganization transactions impacted both the
Term Life Insurance and Corporate and Other
Distributed Products segments, with the larger
impact on the latter segment. The pro forma
results presented above give effect to the
Citigroup reinsurance and reorganization
transactions, which are described more fully in
Notes 2 and 3 to our pro forma statement of
income included in “Primerica, Inc. and
Subsidiaries Pro Forma Results.” We believe that
the 2010 pro forma results provide additional
meaningful information necessary to evaluate
our results of operations.

Total revenues. Total revenues declined in
2011 primarily as a result of the April 2010
Transactions. Excluding approximately $351.1
million of revenues in 2010 that would have
been recognized by Citigroup had the April 2010
Transactions been effected on January 1, 2010,
total revenues would have increased
approximately $92.3 million, or 9%, compared
with pro forma basis 2010. This increase
primarily reflects incremental premiums on New
Term policies issued subsequent to the Citigroup
reinsurance transactions and an increase in
commissions and fees, largely driven by
increased sales of variable annuities in our
Investment and Savings Product segment. The
increase in total revenues relative to pro forma
basis 2010 was partially offset by the decline in
realized investment gains relative to 2010
Realized investment gains in 2010 were largely
driven by sales of invested assets in anticipation
of our corporate reorganization.

Total benefits and expenses:  Total benefits:and

expenses were lower primarily as a result of the
April 2010 Transactions. Excluding approximately
$211.5 million of benefits and expenses in 2010
that would have been recognized by Citigroup
had the April 2010 Transactions been effected
on January 1, 2010, total benefits and expenses
would have increased approximately $70.3
million, or 9%, compared with pro forma basis
2010. The increase in total benefits and expenses
was primarily a result of the growth in our Term
Life and Investment and Savings Products
businesses and higher overall operating
expenses, including the build out of incremental
functions, processes and expenses associated
with becoming a public company. The increase
in benefits and claims and amortization of DAC,
after giving effect to the April 2010 Transactions,
was largely a result of the continued growth in
our Term Life business following the Citigroup
reinsurance transactions. Sales commissions
were higher consistent with the increase in
commission and fee revenue noted in total
revenues above. Insurance expenses and other
operating expenses increased primarily as a
result of initiatives announced at our 2011
convention, higher premium taxes, lower
expense allowances due to continued run-off in
the block of business ceded to Citigroup and
build out of our expenses post-IPO. The
decrease in insurance commissions was largely
attributable to the discontinuation of certain
2010 sales force incentive programs that were
replaced with programs that more directly
rewarded life policy acquisitions. As a result, this
shift in incentive program structure increased
the portion of 2011 incentive program expense
deferrals,

Income taxes.  Our effective income tax rate
was 35.6% in 2011 and 35.7% in 2010.

For additional information on the effect of the
April 2010 Transactions as well as'the significant
drivers of revenues and expenses, see the
segment results discussions below.
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Term Life insurance Segment. . Our actual results for the Term Life Insurance segment for the years
ended December 31, 2011 and 2010 and our pro forma results of operations for the year ended
December 31, 2010:were asfollows:

Actual 2001 v, Actual 2001 v.
Actual Actual 20010 Change  Pro forma  Pro forma 2010 Change
2011 2010 § Yo 2010 $ Yo
{Dodlars in thousands) : i
Revenues: -
Direct premiums 2% $ 2,100,709 § 48,885 2%

$ 2,149,594 ¢ 2,100,709 § 48885
2,8

Ceded premiums (1,688,953) (1,436,041) 252912 18% (1,732,369) (43416) (31%

Net premiums 460,641 664,668  (204,027)  BL)% 368,340 92,301 25%
Allocated net ,

investiment income 62,688 110,633 (47,945 (43)% 62,294 394 *
Other, net 31,666 33,267 (L60L) (5% 33,267 {1,601) (5)%

Total revenues 554.995 808,568 (253,573) (3L)% 463,901 91,094 20%
Benefits and

expenses:
Benefits and claims 197,159 277,653 (BO494) (29% 149,449 47,710 32%
Amortization of DAC 89,474 137,009 (47535 (35% 71,455 18,019 25%
Insurance expenses 75,048 893360 (18,312 {200% 67,277 7,771 12%
Insurance commissions 19,386 30,566 (ALL70y 7% 28897 (9501  (33)%
Interest expense 11,468 8,487 2971 35% 11,309 159 1%

Total benefits and

expenses 392,545 547,085  (154,540)  (28)% 328387 64,158 20%

Income before
incorme taxes $

(38)% $ 135,514 % 26936 20%

¥ Less than 1%

We entered into the Citigroup reinsurance and
reorganization transactions during March and
April of 2010; As such, results for the year ended
December 31, 2010 include three months of
operations prior to the Citigroup reinsurance
and reprganization ransactions, Results for the
year ended December 31, 2010 alsoinclude
intome atiributable to the underlying policies
that were reinsured to Citigroup on March 31,
2010 as well as net investment income earned
o the invested assets backing the reinsurance
balances transferred to the Citigroup reinsurers
and a portion of the distributions to Citigroup
made as part of our corporate reorganization.
From a staternent of income perspective, these
transactions impacted ceded premiums, net
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premiums, allocated net investment income,
benefits and claims, amortization of DAC,
insurance commissions, insurance expenses and
interast expense. The 2010 Term Life Insurance
segmerit pro forma results presented above give
effect to the Citigroup reinsurance and
recrganization transactions, which are described
more fully in Notes 2 and 3 to our pro forma
staternent of income included in "Primerica, Inc.
and Subsidiaries Pro Forma Results.” We beliave
that the 2010 pro forma segment results provide
additional meaningful information necessary to
evaluate the results of operations for this
segment.

Direct premiums. Direct premiums increased in
2011 primarily as a result of growth in New Term




business and premium increases for policies
reaching the end of their initial level premium
period. The growth in direct premiums was
consistent with the growth in face amount in
force.

Ceded premiums. The increase in ceded
premiums primarily reflects the impact of the
Citigroup reinsurance transactions and the net
impact of the ceded premium recoveries
discussed in Note 5 (Reinsurance) to our
consolidated and combined financial statements.
Adjusting for approximately $296.3 million of
additional premiums that would have been ceded
to Citigroup in 2010 had the Citigroup
reinsurance transactions been effected on
January 1, 2010, ceded premium would have
decreased approximately $43.4 million, or 3%,
reflecting continued run-off of the business
ceded to Citigroup, partially offset by age-based
increases in YRT reinsurance premiums.

primarily reflects the impact on ceded premium
of the Citigroup reinsurance transactions and the
net impact of the ceded premium recoveries
discussed in ceded premiums above. Excluding
the premiums that would have been ceded to
Citigroup in 2010 had the April 2010
Transactions been effected on January 1, 2010,
net premiums would have increased
approximately $92.3 million, or 25%, reflecting
New Term premium growth.

Allocated net investment income. The decrease
in allocated net investment income was largely
attributable to the Citigroup reinsurance and
reorganization transactions. Excluding
approximately $48.3 million of income earned in
2010 on assets that were transferred to
Citigroup in connection with the reinsurance and
reorganization transactions, allocated net
investment income would have increased
approximately $394,000, primarily reflecting a
higher allocation as a result of the growth in
New Term, substantially offset by the effect of
lower asset returns in 2011

Benefits and claims. The decrease in benefits
and claims was largely attributable to the
Citigroup reinsurance and reorganization
transactions. Excluding approximately $128.2

million of expenses that would have been
recognized by the Citigroup reinsurers in 2010
had the Citigroup reinsurance transactions been
effected on January 1, 2010, benefits and claims
would have increased approximately $47.7
million, or 32%, reflecting growth in the business
and a charge of approximately $4.0 million to
record cumulative potential claims related to
cross-checking public death records to identify
deceased policyholders for whom claims have
not been filed and of which we were unaware.
Excluding the impact of this charge, the growth
in benefits and claims outpaced net premium
growth primarily as a result of slightly higher
mortality experience.

Amortization of DAC. The decrease in
amortization of DAC was largely attributable to
the Citigroup reinsurance and reorganization
transactions. Excluding approximately $65.6
million of DAC amortization that would have
been recognized by the Citigroup reinsurers in
2010 had the Citigroup.reinsurance transactions
been effected on January 1, 2010, DAC
amortization would have increased
approximately $18.0 million, or 25%. The growth
in DAC amortization was in line with the growth
in net premiums.

Insurance expenses. Insurance expenses
decreased largely as a result of the Citigroup
reinsurance transactions. Excluding
approximately $26.1 million of expense
allowances that would have been recognized in
2010 had the April 2010 Transactions been
effected on January 1, 2010, insurance expenses
would have increased approximately $7.8
million, or 12%. This increase in insurance
expenses largely reflects the impact of premium-
related taxes, licenses and fees growth, expense
allowance run-off in the block of business ceded
to Citigroup, expenses associated with
convention initiatives, including the $50 IBA fee
promotion and the write-off of medical testing
materials, and build out of management
compensation and benefits expense post-1PO.
These items were partially offset by the 2011
release of management incentive compensation
accruals for compensation earned in 2010 but
paid in 2011 at a lower rate than had been
anticipated.
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Insurance commissions.- The decrease in

insurance commmissions was primarily due to.our
stock compensation program-containing certain
nor-deferrable characteristics i 2010 which
were discontinued in 201L

Product sales and face amount in force.  We
issued 237,535 new e insurance policies in

2011, compared with 223,514 new policies in
2010, primarily as a result of recruiting growth
following our 2011 convention and strong
dermand for our TermNow product:

The changes in the face amount of our in-force
book of term life Tnsurance policies were as
follows:

Year ended December 31, Changs
2001 2610 $ %
{Dollars in millions)
Face amount in force, beginning.of period $656,791 - $650,195  $6,596 1%
Issued face amount 73,146 74,401 {1,255 ()%
Terminations (66,951) {70,964y - (4,013) 6)%
Foreign currency 1,969 3,159 (1,190) - (38)%
n force, end of period $664,955  $656,791 $ 8,164 1%

Face amoui

Issued face amount declined slightly in 2011
reflecting lower average face amounts, primarily
as & result of the infroduction of TermNow in
June 2013 Theimpact on issued face amount of
lower average size was partially offset by the
increase in policy sales. The decrease in
terminations resulted from persistency that,

while remaining below historical norms, has
continued to improve.

Investment and Savings Product

Segment,  Our results of operations for the
Investment and Savings Products segment for
the years ended December 31, 2011 and 2010
were as follows: T

Revenues: ,
Commissions and fées:

Year ended
December 31, Change
2011 2010 $ %
{Dollars in thousands)

Salessbased revenues

$170,362 $142,606 $27,756  19%

Asset-based revenues 173059 167473 5586 3%
Account-based revenues 41,997 41,690 307 *
Othier, net 11,285 10,038 1247 12%

Total ?évéﬁues 396,703 361,807 - 34896 10%

Expenses:
Amortization of DAC

12,482 $.330 3452 - 34%

Insurance commissions

8,851 7,854 997 13%

Sales commissions:

Sales-based 118387 101022 17365  17%
Asset-based 57,901 58129 (228) >
Other pperating expenses 82,006 71,942 - 10064 . 14%

Total expenses 279627 . 248277 . 31,350 .. 13%

Income before income taxes

$117,076 $113530 § 3,546 3%

* o Less than 1%.
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The Citigroup reinsurance and reorganization
transactions had no impact on the Investment
and Savings Products segment.

Supplemental information on the underlying
metrics that drove results follows.

Year ended
December 31, Change
2011 2010 $ %
{Dollars in millions and accounts in
thousands)
Product sales:
Retail mutual funds $ 2230 §$ 2141 § 89 4%
Annuities and other 1,674 1,169 505 43%
Total sales-based revenue generating product sales 3,904 3,310 594 18%
Segregated funds 332 314 18 6%
Managed accounts 29 — 29 *
Total product sales $ 4265 $ 3624 $ 641  18%
Average client asset values:
Retail mutual funds $24,105  $22,614  $1,491 7%

Annuities and other

8,276 7,095 1,181 17%

Segregated funds

2,489 2,199 290 13%

Total average asset values in client accounts

$34,870  $31,908 $2,962 9%

Average number of fee-generating accounts:
Recordkeeping accounts

2,627 2,728 (101) %

Custodial accounts

1,956 1,990 (34) (2)%

* Not meaningful.

Commissions and fees. “Commissions and fees
increased primarily as a result of economic and
market trends and client demand. The increase
in sales-based revenues reflects the impact of
internal exchanges for the variable annuity
products we offer. These internal exchanges
were primarily driven by client redemptions of
older variable annuity contracts to purchase the
current Prime Elite IV variable annuity, which
offers an attractive guaranteed income living
benefit. Asset-based revenues were driven by
higher average asset values during 2011 even
though end-of-period asset values were slightly
lower than 2010. Account-based revenues were
relatively flat compared with 2010 as the impact
of a 2011 recordkeeping fee structure change on
certain accounts, which had no net effect on
income before income taxes, was largely offset
by a decline in the number of accounts for which
we provide record-keeping services.

Amortization of DAC. ~ The increase in the rate
of DAC amortization was primarily driven by
the impact of lower investment returns on our
Canadian segregated funds products. Growth in
account values also led to higher DAC
amortization.

Sales commissions. The increase in sales-based
commissions was primarily driven by the
increases in commissions and fees noted above.
Sales-based commission expense lagged the
growth in sales-based commission and fees
revenue largely as a result of internal exchanges
for variable annuities. While the commissions
that we receive and then pay to our sales
representatives for internal exchange
transactions are proportionately lower than
those paid for a new sale, sales-related
marketing and support fees from internal
exchanges are received in full with no associated
impact on sales commissions expense.
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Other operating expenses. - Other operating

expenses increased primarily as a result of
growth in the business, expenses related to new
product introductions, various government
relations efforts and the recordkesping fee
structure change noted above in Commissions
anch feey The impact of these items wag partially
offset by the 2011 release of management
incentive compensation accruals earned in 2010

but paid in 2011 at alower rate than had been
anticipated:

Product sales. Investment and savings products

impact of internal exchanges of variable
annuitjes.

Asset values in client accounts. Changes in
asset values in client accounts were asfollows:

Year ended
December 31, Lhange

2011 2010 % Yo

Asset values, beginning of period

{Dollars in millions)

$34,869 $31,303 % 3,566 11%

Inflows 4,265 3,624 641 18%
Redemptions (4,275) (3,691} 584 16%
Change in market value, net and other (1,195).. 3,633 .. (4,828) ¥

Asset values, end of period

$33664 $34,869 $(1,205 (3)%

* Not meaningful

The assets in our clients’ accounts are invested in
diversified funds composed mainly of U5, and
Canadian equity and fixed-income securities.
Inflows increased consistent with the intrease in
sales volume The amount of redemptions also
increased reflecting the increase inaverage
assets under management, while actual
redemption rates were relatively level as a
percent of average assets under management
forboth: 2011 and 2010. The market feturn on
assets. under managementin 2011 and 2010
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reflects general market value trends. A large
portion of the revenues in our Investment and
Savings Products segment are derived from
commission and fee revenues that are based on
the asset values i clients’ accounts, While asset
values at the end of 2011 declined relativeto
2010, we have seen an increase inour assei-
based commission and fee revenuses and
expenses largely as a result of the increase in
average client asset values noted previously.



Corporate and Other Distributed Products Segment. Our actual results of operations for the
Corporate and Other Distributed Products segment for the years ended December 31, 2011 and 2010
and our pro forma results of operations for the year ended December 31, 2010 were as follows:

Actual 2011 v. Actual 2011 v.
Actual Actual 2010 Change  Pro forma  Pro forma 2010 Change
2011 2010 % % 2010 $ %
{Dollars in thousands)
Revenues:

Direct premiums $ 79,873 § 80,365 & (492) # § 80365 § (492 *
Ceded premiums (14,122) (14,326) (204) L%  (14,326) (204) ()%
Net premiums 65,751 66,039 (288) * 66,039 (288) *
Commissions and fees 27,561 31,171 (3,610)  (12Y% 31,171 (3,610) 12)%

Allocated net investment
income 45,913 54,478 (8,565)  (16)% 48,080 (2,167) (5)%
Realized investment gains,
including OTTI 6,440 34,145 (27,70%)  (81L)% 34,145  (27,705) B81)%
Other, net 5,730 5,655 75 1% 5,655 75 1%
Total revenues 151,395 191,488 (40,093)  (21)% 185090 - (33,695) (18)%
Benefits and expenses:
Benefits and claims 45537 40,050 5,487 14% 40,050 5487 14%

Amortization of DAC 2,078 1,502 576 38% 1,502 576 38%

Sales commissions 15434 20903 (5469 (26)% .. 20,903 (5,469) (26)%
Insurance expenses 14,144 11,772 2,372 20% 11,772 2,372 20%
Insurance commissions 10,371 9,762 609 6% 9,762 609 6%
Interest expense 16,500 12375 4,125 33% 16,500 - .
Other operating expenses 82,948 108,668  (25,720) (24)% 111,744 (28,796) (26)%
Total benefits and expenses 187,012 205,032  (18,020) (9% 212,233  (25,221) A%

Loss before income taxes  $ (35,617) $ (13,544) $ 22,073 « $(27143) § 8474 31%

*  Less than 1% or not meaningful.

We entered into the reorganization transactions
during March and April of 2010. As such, actual
results for the year ended December 31, 2010
include three months of operations prior to the
reorganization transactions. Actual results for the
year ended December 31, 2010 include net
investment income earned on the invested assets
backing the distributions to Citigroup made as
part of our corporate reorganization. Actual
interest expense reflects nine months of expense
due to the April 2010 issuance of the Citigroup
Note. From a statement of income perspective,

these transactions impacted net investment
income, interest expense and other operating
expenses. The 2010 Corporate and Other
Distributed Products segment pro forma results
presented above give effect to the reorganization
transactions, which are described more fully in
Note 3 to our pro forma statement of income
included in "Primerica, Inc. and Subsidiaries Pro
Forma Results.” We believe that the 2010 pro
forma segment results provide additional
meaningful information necessary to evaluate the
results of operations for this segment.
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Total revenues were lower in
2017 due to investment gains realized in
Jw first qumi@r of 2010 inanticipation of.our
corporate reorganization, lower commissions
and fees due to the decline in our lending
business and lower allocated net investment
incomein 2011 Excluding approximately $6.4
million of gllocated net investment income that
would not have been earned in 2010 had the
reorganization transactions been effected on
lanugary 1, 2010, sllocated net investment
income would have decreased approximately
$2.2 million, or 5%, primarily as a result of a
higher allocation to the Term Life Insurance
segment and lower asset returns in 2011
Realized investment gains included $2.0 million
of OTT in 2011, compared with $12.2 million of
OTTLin 2010

Benefits and claims, Benefits and ¢claims were
higherdue {g adverse morb;daty experienced in
the short-term disability line and adverse. claims
in various run-off blocks of insurance products,
all-of which were underwritten by NBLIC, our
blew York insurance subsidiary. Benefits and
claims were also higher due to the impact of a
charge of approximately $1.1 million to record
cumilative potential claims related to.cross-
checking public death records to identify
deceased policyholders for whom claims have
not been filed and of which we were Unaware.
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Insurance expenses, - Insurance expenses were
higher in 2011 primarily as aresult ofa charge
for our estimated share of the liquidation plan
for Executive Life Insurance Company of New
York, an unaffiliated life insurance company, filed
by the NYSDES.

Interest expense. Interest expense for 2010
reflects only nine months of expense due to the
Aprit 1, 2010 issudngce date of the Cltigroup
Note.

Other operating expenses. Other operating
expenses were lower in 2011 largely due to the
recognition of approximately $22.4 million of
expenses associated with our IPO-related equity
awards granted in the second quarter of 2010
Excluding the impact of this IPO-related
expense, other operating expenses would have
declined by $6.4 million, or 7%, primarily
reflecting a decline in Citigroup expense
allocations and-other 2010 e:xpens:as refated to
our PO, These items were partially offset by
costs associated with various capital initiatives
2011, charges associated with the
discontinuation of our lending business, and a
2.7 millionr charge for the elimination of print
inventories as the materials we produce are now
predominantly used for internal consumption.




Primerica, Inc. and Subsidiaries Pro Forma
Results. The following pro forma statement of
income is intended to provide information about
how the April 2010 Transactions would have
affected our financial statements if they had been
consummated as of January 1, 2010. Because the
April 2010 Transactions were concluded during
2010, pro.forma adjustment to our balance sheet
was not necessary as of December 31, 2010.
Based on the timing of the April 2010

Transactions, pro forma adjustments to our

statement of income were necessary for the first
three months of 2010. The pro forma statement

of income does not necessarily reflect the results

of operations that would have resulted had the
April 2010 Transactions occurred as of January 1,
2010, nor should it be taken as indicative of our
future results of operations. Our unaudited pro

forma statement of income for the year ended
December 31, 2010 is set forth-below.

Adjustments
for the
Year ended Adjustments reorganization Year ended
December 31, for the Citigroup and other December 31,
2010 reinsurance concurrent 2010
Actual (1) transactions {(2)  transactions (3) Pro forma
(In thousands, except per-share amounts)

Revenues:
Direct premiums $ 2,181,074 $ — $ - $ 2,181,074
Ceded premiums (1,450,367) (296,328)(A) — (1,746,695)

Net premiums 730,707 (296,328) e 434,379
Commissions and fees 382,940 o e 382,940
Net investment income 165,111 (47,566)(B) (7,169)(H) 110,376
Realized investment (losses) gains,

including OTTI 34,145 e o 34,145
Other, net 48,960 e e 48,960

Total revenues 1,361,863 (343,894) (7,169) 1,010,800
Benefits and expenses:
Benefits and claims 317,703 (128,204)(C) —— 189,499
Amortization of DAC 147,841 (65,554)(D) e 82,287
Sales commissions 180,054 — o 180,054
Insurance expenses 105,132 (26,083)(E) e 79,049
Insurance commissions 48,182 (1,669)(E) - 46,513
Interest expense 20,872 2,812(F) 4,125(1) 27,809
Other operating expenses 180,610 e 3,076()) 183,686

Total benefits and expenses 1,000,394 (218,698) 7,201 788,897

Income before income taxes 361,469 (125,196) (14,370) 221,903
Income taxes 129,013 (44, 1373(G) (5,066)(G) 79,810

Net income $ 232,456 $ (81,059) $.(9,304) - § . 142,093
Earnings per share: ‘

Basic $ 3.09 $ 1.89

Diluted $ 3.06 $ 1.87
Weighted-average shares:

Basic 72,099 72,099

Diluted 72,882 72,882

See accompanying notes to the pro forma statement of income.
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Proy Forma Statement of
audited

{1y The-sctual statement of dncome:included
incomeatiributable to the underlying policies
that:-werereinsured to Citigroup.oreMarch 31,
2010 aswellas net investment income eatned
o the invested assels backing the reinsurance
balancesand the distributions 1o Citigroup made
as part of our corporate reorganization:

stiments for the Citigroup reinsurance

Concurrert with the reorganization.of our

busin ind prior to completion of the IPO, we
formet! a FEew ;}ukv;'d'ary, Prime Re, and we
rade.an initial awwi contribution to it. We also
entered rmu a series of coinsurance agreements
with Prime Re and with other Citigroup
subsidiaries. Under-these agreemeénts, we ceded
betwean 80% and 90% of the risks and rewards
ot our term Hife insurance policies’that were in
force st Dacember 31, 2009, Concurrent with
ining these agreements, we transferred the
responding account balances in respect of
the coinsured policies along with-the assets to
support the statutory liabilities assumed by
Prime Re and the other Citigroup subsidiaries.

We: believe that three of the Citigroup
coinstirance agreements, which we refér to as
the risk transfer agreements, satisty U.S. GAAP
risk transfer rules. Under the risk transfer
agreemerits, we ceded between 80% and 90% of
aurterm life future policy benefit reserves, and
we transterred a corresponding amount of
invested assets to the Citigroup reinsurers. These
transactions did notand will notimpact our
futiire Q@%giv benefitreserves, arid we rerordad
masset-for the same amount of risk transferred
in dizﬁ from reinsurers. We also reduced
cefarred scquisition costs by between 80% and
%, whichrwill reduze future amottization
expenses. inaddition, we will transfer between
’%{"} % and 0% of all future premiums and
i;or;@%\%s arich claims associated with these
ies-to the corresponding reinsurance

entities. We will receive ongoing ceding

expensesunder each of these reinsurance
contracts. One coinsurance agreement, which we
refer toas the deposit agreement, relates toa
10% relnsurance transaction that includesan
axperience refund provision and does not satisly
L5, GAAP risk transfer rulés, We account for this
contract underthe deposit method Under
deposit method accounting, the amount we pay
to:the reinsurer will be treated as a depuosit and
is reported on the balance sheet as an asset in
other assets. The Citigroup coinsurance
agreermnents did not generate any deferred gain
ofloss upon their execution because these
transactions were part of a business
reorganization among entities under common
control. The net impact of these transactions was
reflected as an increase in paid-in capital. Prior
toithe completion of the 1IPO, we effected a
reorganization in which we transferred all of the
issued and outstanding capital stock of Prime Re
to Citigroup. Each of the assets and Habilities,
including the invested assets-and the
distribution of Prime Re, was fransferred-at book
value with no gain or loss recorded on our
income statement.

For the year ended December 31,2010, the pro
forma statement of income assumes the
reinsurance transactions were effected as of
January 1, 2010 for policies in force as of year-
endt 2009.

(A) Reflects premiums ceded to the
Citigroup reinsurers for the specific policies
covered under the risk transfer agreements.

(B) Retflects net investiment income .on. a
pro-rata share of invested assets transferred
to the Citigroup reinsurers. The net

'rzvest nem‘ income was estimated by
multiplying the actual investment income by
the m? io of the amount of assets transferred
to our total portfolio of invested assets. The
amount also includes the change in fair
value of the deposit asset related to the
10% reinsurance agreement being
accounted for under the deposit method,

(C) Reflects benefits and claims ceded to the

Citigroup reinsurers for the specific policies
covered under the risk transter agreements.



(D) Reflects the DAC amortization ceded to
the Citigroup reinsurers for the specific
policies covered under the risk transfer
agreements.

(E) Reflects the non-deferred expense
allowance received from the Citigroup
reinsurers under the risk transfer
agreements.

(F) Reflects a finance charge payable to the
Citigroup reinsurer in respect of the deposit
agreement. The annual finance charge is 3%
of our excess reserves. Excess reserves are
equal to the difference between our
required statutory reserves and our
economic reserves, which is the amount we
determine is necessary to satisfy obligations
under our in-force policies.

(G) Reflects income tax at the respective
period's effective tax rate.

(3) Adjustments for the reorganization and other
concurrent transactions.

The pro forma statement of income for the year
ended December 31, 2010 assumes the
reorganization transactions were executed as of
January 1, 2010,

(H) Reflects a pro-rata reduction of net
investment income on assets distributed to
Citigroup as an extraordinary distribution.

() Reflects interest expense on a $300.0
million, 5.5% interest note payable issued to
Citigroup.

()) Reflects expense associated with equity
awards granted on April 1, 2010 in
connection with the IPO. The $3.1 million
expense reflects one guarter of vesting
related to management awards that
continue 1o vest aver three years. These
expenses are reflected in actual results for
periods following the IPO.

Financial Condition

investments. We have an investment
committee composed of members of our senior
management team that is responsible for

establishing and maintaining our investment
guidelines and supervising our investment
activity. Our investment committee regularly
monitors our overall investment results and our
compliance with our investment objectives and
guidelines. We use a third-party investment
advisor to manage our investing activities. Our
investment advisor reports to our investment
committee.

We follow a conservative investment strategy
designed to emphasize the praservation of our
invested assets and provide adequate liquidity.
In an effort to meet business needs and mitigate
risks, our investment guidelines provide
restrictions on our portfolio’s composition,
including limits on asset type, sector limits,
credit quality limits, portfolio duration, limits on
the amount of investments in approved
countries and permissible security types. We
may also direct our investment managers to
invest some of our invested asset portfolio in
currencies other than the U.S. dollar. For
example, a portion of our portfolio is invested in
assets denominated in Canadian dollars, which,
at minimum, would equal our reserves for
policies denominated in Canadian dollars.
Additionally, to help ensure adequate liquidity
for payment of claims, we take into account the
maturity and duration of our invested asset
portfolio and our general liability profile.

Our invested asset portfolio is subject to a
variety of risks, including risks related to general
economic conditions, market volatility, interest
rate fluctuations, liquidity risk and credit and
default risk. Investment guideline restrictions
have been established to minimize the effect of
these risks but may not always be effective due
to factors beyond our control. Interest rates are
highly sensitive to many factors, including
governmental monetary policies, domestic and
international economic and political conditions
and other factors beyond our control. A
significant increase in interest rates could result
in significant losses, realized or unrealized, in the
value of our invested asset portfolio.
Additionally, with respect to some of our
investments, we are subject to prepayment and,
therefore, reinvestment risk.
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Details o asset mix were as follows:

Decembier 31, December 31,
2012 4011
Fair  Amortized Fair -Amortized
walue. . Cost value Cost
U5, government and agencies * * 1% 1%

Fareign government

6% 5% 5% 5%

States and political subdivisions

2% 2% 1% 1%

Corporate

68%. . 68% 64% 63%

Mortgage — and asset-backed securities

6% - 17% - 21%  21%

Bty securities 2% 2% 1% 1%
Trading securities 1% * 1% 1%

Cash and cash equivalents

MMMMM e BB, K TR

Total

100% - 100%  100%  100%

Léss thait 1%.

The compasition and duration of our portfolio will vary depending on several factors, including the
yield curve and our opinion of the relative valug among various asset classes. The year-end:average
rating, duration-and book yield of vurfixed-maturity portfolio were as follows:

Diecember 31,
[ e SR 2014

Average rating of our fixed-maturity portfolio

A A

Average duration of our fixed-maturity portfolio

39 vyears 3.5 years

Average book vield of our fixed-maturity portfolio

5:32% 5.52%

Ratings
Statistical

Ratin

¥ our investments in fixed-maturity securities are determined using Nationally Recognized
Organizations ("NRSRO") designations and/or equivalent ratings: The distribution by

rating of our investments in fixed-maturity securities, including those classified as trading securities,
follows, '
Dacember 31, 2012 December 31, 2011
Amortized Amortized
cost b cost Y
{Dollars in thousands)

f&u‘j‘keé&

$ 317,204 18% § 428748 24%

A

132,621~ &% 150,894 8%

A

403,029 - 24% 431175 - 24%

BEE

777719 45% 683,818 37%

Below investment grade

88,422 5% 125594 7%

Naot rated

108 e IO

Total

$1,719,344 - 100% $1,820,999 - 100%

* o Less than 1%.




The ten largest issuers in our invested asset portfolio were as follows:

December 31, 2012

Cost or

amortized Unrealized - Credit
Issuer cost Fair value gain (loss)  rating
{Dollars in thousands)

Canada $ 28455 § 31225 §$ 2770  AAA
General Electric Co 22,761 26,800 4,039 A
International Business Machines 12,323 13,470 1,147 AA-
Bank of America Corp 11,126 12,136 1,010 BBB
Province of Ontario Canada 9,412 11,741 2,329 AA-
National Rural Utilities Cooperative 7,188 10,574 3,386 A+
Iberdrola SA 9,447 10,570 1,123 - BBB+
Prologis Inc 9415 10,412 997  BBB-
Verizon Communications In¢ 8,535 9,515 980 A-
Province of Quebec Canada 7,043 8,794 1,751 A+

Total — ten largest issuers $ 125705 ¢ 145237 $19,532

Total — fixed-maturity and equity securities $1,741,537 $1,924,161
Percent of total fixed-maturity and equity securities 7% 8%
For additional information on our invested asset Other Significant Assets and Liabilities. The

portfolio, see Note 3 (Investments) and Note 4
(Fair Value of Financial Instruments) to our
consolidated and combined financial statements.

balances of and changes-in.other significant
assets and liabilities were as follows:

December 31, Change
2012 2011 $ Y%
{Dollars in thousands)

Assets:

Due from reinsurers $4,005,194 - $3,855,318  $149,876 4%
Deferred policy acquisition costs, net 1,066,422 904,485 161,937  18%
Liabilities:

Future policy benefits 4,850,488 4,614,860 - 235,628 5%

Due from reinsurers. Due from reinsurers
reflects future policy benefit and claim reserves
due from third-party reinsurers, including the
Citigroup reinsurers. Such amounts are reported
as due from reinsurers rather than offsetting
future policy benefits. The increase in due from
reinsurers was largely driven by continued aging
of the block of business ceded to Citigroup and
growth in our New Term business.

Deferred policy acquisition costs, net. - The
increase in DAC was primarily a result of
incremental commissions and expenses deferred
as a result of new business, which was not
subject to the Citigroup reinsurance agreements.

Future policy benefits. - The increase in future
policy benefits was primarily a result of the
aging of and growth in our in-force book of
business.
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Far additional information, see the ngles terour
consalidated dand combined financial statements,

Liguidity and Capital Resources

Dividends and other payments to us from our
subsidiaries are the principal sources of cash for
the Parent Company. The amount of dividends
paid by our subsidiaries is dependent on their
capital needs to fund future growth and
applicable regulatory restrictions. The primary
uses of funds by the Parent Company include
the payment of general operating expenses, the
payment of dividends and the payment of
principal and interest on outstanding debt. At
December 31, 2012, the Parent Company had
cash-and invested assets of approximately $63.0
miltion,

The liquidity requirements of our subsidiaries
principally relate to the liabilities associated with
their distribution and underwriting of insurance
products (including the payment of claims),
distributior of investment and savings products,
operating expenses, income taxes and the
payment of dividends. Historically, our insurance
subsidiaries have used cash flow from
operations associated with our in-forfce book of
term life insurance to-fund thelr liquidity
requirements, Our insurance subsidiaries’
principal cash inflows from operating activities
are derived from policyholder premiums, ceded
claim recoveries and allowances, and investment
income earned on invested assats that support
our statitory capital and reserves, We also
derive cash inflows from the distribution of
investment and savings products and other
products.-Our principal outflows relate to
payments for claims and ceded premiums, The
principal cash inflows from investment activities
result fram repayments of principal and
investrment incore, while the principal outflows
relate to purchases of fixed-maturity securities.
We typically hold cash-sufficient to fund
operating flows, and invest any excess cash.

Our distribution and underwriting of term life
insurance place significant demandsion our
liquidity, particularly when we experierice
growth. We pay a substantial majority of the

g7 Fraadom tives Here ™

sales commission during the first year following
thie sale of a policy. Our underwriting activities
also require significant cash outflows at the
ingeption of a policy's term. However, we
anticipate that cash flows from our businesses,
including our-existing block of term-life policies
and our investment and savings products, will
continue to provide us with sufficient tiquidity to
meet our operating requirements over the next
12 months,

We may seek to enhance our liquidity position
or capital structure through borrowings from
third-party sources, sales of debt or equity
securities, resérve financings or some
combination of these sources. Additionally, we
believe that cash flows from our businesses and
potential sources of funding, as described above,
will sufficiently support the long-term liquidity
needs of the Company.

Significant Transactions. In April 2011, we
filed a shelf registration statement with the SEC
that enables us to offer and sell to the public our
equity and debt securities from time 10 time as
we may determine and enables certain of our
significant stockholders to resell our shares of
common stock held by them. Specific
information regarding the terms and securities
which may be offered pursuant to this
registration statement will be provided at the
time of such offering(s). Net proceeds of any
offering of securities by us pursuant to this
registration statement may be used for working
capital and other general corporate purposes,
which may include the repayment of
outstanding indebtedness or repurchases of
shares of our outstanding commaon stock.
Pursuant to this registration statement, Citigroup
sold an aggregate of approximately 20.1 million
shares of our common stock inthe open market
in April 2011 and December 2011, and Warburg
Pincus sold 3.6 million shares of our common
stock in the open marketin November 2012.

We repurchased approximately 8.9 million
shares of our common stock from Citigroup
during 2011 During 2012, we repurchased
approximately 7.8 million shares of our common
stack from Warburg Pincus and approximately
1.7 million in other transactions.



See "Notes Payable” below for information on
our debt transactions in 2012.

The Model Regulation entitled Valuation of Life
Insurance Policies, commonly known as
Regulation XXX, requires insurers to carry
statutory reserves for term life insurance policies
with long-term premium guarantees which are
often significantly in excess of the reserves that
insurers deem necessary to satisfy claim
obligations. Accordingly, many insurance
companies have sought ways to reduce their
capital needs by financing these excess reserves
through bank financing, reinsurance
arrangements and other financing transactions.
We completed a Regulation XXX redundant
reserve financing transaction during 2012, which
is described in more detail in "Off-balance sheet
arrangements” below and Note 15
(Commitments and Contingent Liabilities) to our
consolidated and combined financial statements.

Cash Flows. Cash flows from operating
activities are affected primarily by the timing of
premiums received, commissions and fees
received, claims paid, commissions paid to sales
representatives, administrative and selling
expenses, investment income, and cash taxes.
Our principal source of cash historically has been
premiums received on term life insurance
policies in force.

We typically generate positive cash flows from
operating activities, as premiums, net investment
income, commissions and fees collected from
our insdrance and investment and savings
products exceed benefits, commissions and
operating expenses paid, and we invest the
excess. The components of the changes in cash
and cash equivalents were as follows:

Year ended December 31,
2012 2011 2010

{In thousands)

Net cash provided by operating activities $119978 $ 87,215 $ 40,856
Net cash provided by investing activities 66,649 = 128,699 739,574
Net cash used in financing activities (211,086)  (206,556)  (1,289,893)
Effect of foreign exchange rate changes on cash 597 682 32,979

Change in cash and cash equivalents

$ (23,862) $ 10,040 $ (476,484)

Operating activities. In 2012, net cash provided
by operating activities was higher than in 2011
primarily due to cash received from the
collection of premium revenue in excess of
benefits and claims paid in our New Term
business. The additional layering of net
premiums from our New Term business has
generated positive incremental cash flows after
payments are made for policy acquisition costs
during the first year that policies are issued.
Proceeds from maturities of trading investments
during 2012 further contributed to the increase
in cash provided by operating activities. The
increases in cash provided by operating activities
was partially offset by funding of the deposit
asset related to the 10% reinsurance agreement,
the difference in the timing of payments to

Citigroup for coinsurance activity, and the timing
of amounts due from reinsurers.

Net cash provided by operating activities
increased in 2011 as compared to 2010 largely
due to higher 2010 income tax payments and
other intercompany settlements paid to
Citigroup in 2010 in connection with the April
2010 Transactions. The effect of these 2010
items were partially offset by lower net
investment income in 2011, primarily as a result
of the April 2010 Transactions. Net cash
provided by operating activities for 2011 also
reflects approximately $3.6 million of net
purchases of trading securities by our broker-
dealer subsidiary, compared with approximately
$6.0 million of net sales and maturities in 2010.

O
(e
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Investing activities. - Net cash provided by

investing activities in-2012 was substantially
driven by proceeds from the sale of available-
for-sale investrments to-fund share repurchases,
partially offset by cash paid for-acquired
investments: Although positive for 2012, net
cash provided by investing activities was lower
than in 2011 primarily due to lower proceeds
from sales of investments needed to fund share
repurchages during 2012. The Company
primarily used proceeds from sales of
investments to fund share repurchases in 2011,
while proceeds from the issuance of the Senior
Notes, cash from operations, and sales of
investmernits were used to fund share
repurchases in 2012,

The decline incash provided by investing
activities in 2011 compared to 2010 primarily
reflects the impact of securities sales during the
first quarter of 2010 as we increased our cash
position to fund distributions to Citigroup in
connectionwith the Aprl 2010 Transactions.

Financing activities. - Cash used in financing
activities for 2012 was modestly higher than in
2011 as higher share repurchases and cash
dividends paid to shareholders were mostly
offset by the net increase in borrowings from the
rafinancing of pur notes payable in July 2012,

I 2011, the decrease in net cash used in
financing activities from 2010 was primarily due
to the impact of the 2010 distributions paid to
Citigroup in connection with the April 2010
Transactions as well as the first quarter of 2010
payment of the 2009 dividend declared to
Citigroup. Net cash used in financing activities in
2011 also reflects the repurchase of our
common stock from Citigroup i November
2011

Notes Payable. In April 2010, we issued the
$300.0 million Citigroup Note as part of our
corporate resrganization. Prior to the issuance
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of the Citigroup Note, we had no outstanding
debt. In July 2012, we publicly issued the Senior
Notes for $375.0 million and used a portion of
the net cash proceeds to repay the Citigroup
Note in whole at a redemption price equal to
100% of the outstanding principal amount. We
issued the Senior Notes at a price of 99.843% of
the principal amount with an annual interest rate
of 4.75%, payable semi-annually in arrears on
January 15 and July 15. The Senior Notes mature
on July 15, 2022,

We were in compliance with the covenants of
the Senior Notés at December 31,2012 No
evants of default(s) occurred onthe Senior
Notes, orthe Citigroup Note prior to its
repayment, during the year ended December 31,
2012

We calculate our debt-to-capital ratio by
dividing total long-term debt by the sum of
stockholders’ equity and total long-term debt.
As of December 31, 2012, our debt-to-capital
ratio was 22.7%.

Rating Agencies. As of December 31, 2012,
the investment grade credit ratings for our
Senior Notes were as follows:

Agency Senior debt rating

Baaz, stable outlook
A= stable outlook
a-, stable putlook

Moody's
Standard & Poor's
AM. Best Company

Asof December 31, 2012, Primerica Life's
financial strength ratings were as follows:

Agency Financial strength rating
A2, stable outlook
AA-, stable outlook

A+, stable outlook

Moody's

Standard & Poor's

AM. Best Company

Fitch A+ stable outiook




Risk-Based Capital. The NAIC has established
RBC standards for U.S. life insurers, as well as a
risk-based capital model act (the "RBC Model
Act”) that has been adopted by the insurance
regulatory authorities. The RBC Model Act
requires that life insurers annually submit-a
report to state regulators-regarding their RBC
based upon four categories of risk: asset risk;

insurance risk; interest rate risk and business risk.

The capital requirement for each is determined
by applying factors that vary based upon the
degree of risk to various asset, premiums and
reserve items. The formula is an early warning
tool to identify possible weakly capitalized
companies for purposes of initiating further
regulatory action.

As of December 31, 2012, our U.S. life insurance
subsidiaries had statutory capital substantially in
excess of the applicable statutory requirements
to support existing operations and to fund
future growth. Primerica Life's RBC ratio
remained well positioned to support existing
operations and fund future growth.

In Canada, an insurer's minimum capital
requirement is overseen by OSFI and
determined as the sum of the capital
requirernents for five categories of risk: asset
default risk; mortality/morbidity/lapse risks;
changes in interest rate environment risk;

segregated funds risk; and foreign exchange risk.

As of December 31, 2012, Primerica Life Canada
was in compliance with Canada’s minimum
capital requirements as determined by OSFL

Securities Lending. We participate in
securities lending transactions with brokers to
increase investment income with minimal risk.
See Note 1 (Description of Business, Basis of
Presentation, and Summary of Significant
Accounting Policies) and Note 3 (Investments) to
our consolidated and combined financial
statements for additional information.

Short-term Borrowings. We had no short-
term borrowings as of or during the year ended
December 31, 2012

Off-balance sheet arrangements. Effective
March 31, 2012, Peach Re, Inc. ("Peach Re"), a
special purpose financial captive insurance
company and wholly owned subsidiary of
Primerica Life, entered into a Credit Facility
Agreement with Deutsche Bank (the "Credit
Facility Agreement”). Under the Credit Facility
Agreement, a letter of credit ("LOC") was issued
to support certain obligations of Peach Re for a
portion of reserves (commonly referred to as
Regulation XXX reserves) related to level
premium term life insurance policies ceded to
Peach Re from Primerica Life undera
coinsurance agreement (“Peach Re Coinsurance
Agreement”), effective as of March 31, 2012. The
LOC has a term of approximately fourteen years
and was issued in an initial amount of $450.0
million. Subject to certain conditions, the
amount of the LOC will be periodically increased
to a maximum amount of $510.0 million in 2014.

See Note 15 (Commitments and Contingent
Liabilities) to our consolidated and combined
financial statements for more information.
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Contractual Obligations. Our contractual obligations; including payments due by period, were as
follows: o

December 31, 2012

Less More
Total Total than 13 3-8 than

Liabitity . Payments - L year years: years
(I millions)

5oyenrs

Future policy benefits $4,850 $19,538  $1,113- $2,280  $2,311  $13,834
Policy claims and other benefits payable 255 255 255 e e e
Cther-policyholder-funds 346 346 346 e e
Long-term debt principal 374 375 . . e 375
Interest obligations 8 232 25 49 47 111
Commissions 20 278 112 41 34 91
Purchase abligations 5 65 45 20 i e
Operating lease obligations n/a 89 7 13 13 56
Current income tax payable 28 28 28 i i —
Other liabilities 326 317 293 24 e o

Total contractual obligations

$6,212  $21,523

$2,224 - $2427  $2,405 $14,467

O liability for-future policy beneflits represents
the present value of estimated future policy
benefits to be paid, less the present value of
estimated future net premiums.to be collected.
Net premiums represent the portion of gross
premiums reguired to provide for all benefits
and associated expenses. These benefit
payments-are contingent on policyholders
continuing to renew their policies and make
their premium payments. Our contractual
obligations table discloses the impact of benefit
payments that will be due assuming the
underlying policy renewals and premium
payrments continue as expected in our actuarial
models, The future policy benefits represented
in the table are presented on an undiscounted
basis, gross of any amounts recoverable through
reinsurance agreements and grossof any
premiums to-be collected. We expect to fully
fund the obligations for future policy benefits
from cash flows from general account invested
assets and from future premiums. These
estimations are based on mortality and lapse
assumptions comparable with our historical
experience. Due to the significance of the
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assumptions used, the amounts presented could
materially differ from actual results.

Policy claims and other benefits payable
represents claims and benefits currently owed to
policyholders.

Other policyholders’ funds primarily represent
claim payments left on deposit with us;

Lang-term debt principal relatas to the
Company's Senior Notes, and interest
obligations (reported within Other liabilities in
the Consolidated Balance Sheets) represent the
expected future interest payments on
outstariding debt held by the Company and
expected future expense payments related to
any issued letters of credit under the Credit
Facility Agreement as of December 31, 2012.

Commissions represent gross, undiscounted
commissions that we expect to incur, contingent
on the policyholders continuing to renew their
policies and make their premium payments as
noted above. The total liability amount is
reported within Other liabilities in the
Consolidated Balance Sheets.



Purchase obligations include agreements to
purchase goods or services that are enforceable
and legally binding and that specify all
significant terms. These obligations consist
primarily of accounts payable and certain
accrued liabilities, including committed funds
related to meetings and conventions for our
independent sales force, plus a variety of vendor
commitments funding our ongoing business
operations. The total liability amount is reported
within Other liabilities in the Consolidated
Balance Sheets.

Our operating lease obligations primarily relate
to office and warehouse space and office
equipment. In September 2011, we signed an
agreement to lease a new build-to-suit facility
which will replace and consolidate substantially
all of our existing Duluth, Georgia-based
executive and home office operations. We
expect the building to be complete and ready
for occupancy in the first half of 2013. The initial
lease term will be 15 years with estimated
minimum annual rental payments ranging from
approximately $4.5 million at inception to
approximately $5.6 million in year 15. The leases
covering our existing Duluth, Georgia-based
executive and home office operations will
terminate in the second quarter of 2013, As
such, we do not expect a material increase in our
operating lease expenditures, however the
period over which we are contractually obligated
for the executive and home office lease will
extend to 2028.

Other liabilities are obligations reported within
the Consolidated Balance Sheets and consist
primarily of amounts due under reinsurance
agreements and general accruals and payables.
The total payments within the table differ from
the amounts presented in the Consolidated
Balance Sheets due to the exclusion of amounts
where a reasonable estimate of the period of
settlement cannot be determined.

For additional information concerning our
commitments and contingencies, see Note 15
{Commitments and Contingent Liabilities) to our
consolidated and combined financial statements,

Item 7A. Quantitative and Qualitative
Disclosures about Market Risk.

Market risk is the risk of the loss of fair value
resulting from adverse changes in-market rates
and prices, such as interest rates and foreign
currency exchange rates. Market risk is directly
influenced by the volatility and liquidity in the
markets in which the related underlying financial
instruments are traded. Sensitivity analysis
measures the impact of hypothetical changes in
interest rates, foreign exchange rates and other
market rates or prices on the profitability of
market-sensitive financial instruments.

The following discussion about the potential
effects of changes in interest rates and Canadian
currency - exchange rates is based on shock-tests,
which model the effects of interest rate and
Canadian exchange rate shifts on our financial
condition and results of operations. Although we
believe shock tests provide the most meaningful
analysis permitted by the rules-and regulations of
the SEC, they are constrained by several factors,
including the necessity to.conduct the analysis
based on a single point in time and by their
inability to include the extraordinarily complex
market reactions that normally would arise from
the market shifts modeled. Although the
following results of shock tests for changes in
interest rates and Canadian currency exchange
rates may have some limited use as benchmarks,
they should not be viewed as forecasts. These
disclosures also are selective in nature and
address, in the case of interest rates, only the
potential direct impact on our financial
instruments and, in the case of Canadian currency
exchange rates, the potential translation impact
on net income from our Canadian subsidiaries.
They do not include a variety of other potential
factors that could affect our business as a result
of these changes in interest rates and Canadian
currency exchange rates.

Interest Rate Risk

The fair value of the fixed-maturity securities in
our invested asset portfolio as of December 31,
2012 was approximately $1.9 billion. The primary
market risk for this portion of our invested asset
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portfolio is interest rate risk: One means of
assessing the exposure of our fixed-maturity .
securities portfolios to interest rate changes is a
duration=based aralysis that measures the
potential changes in market value resulting from
a hypothetical change ininterest rates of 100
basis points across all maturities. This-model is
sometimes referred to as a parallel shift in‘the
yield-curve: Under this model; with all other
factors constant and assuming no ‘offsetting
change in the valde of our liabilities, 'we estimated
that such anvincreasein interest rates would cause
the market value of our fixed-maturity securities
portfolios to decline by approximately $66.5
million, or approximately 4%, based on our actual
securities positions as of December 31, 2012,

finterest rates remain at or near historically low
levels, we anticipate the average vield of our
fixed income investment portfolio, and therefore
the investment income derived from it to
decrease as maturing fixed income investments
will be replaced with purchases of lower yielding
investments, Approximately $191.0 million of our
tixed income investment portfolio with an
average book vield of around 5.7% is scheduled
to-maturedharing 2013

Canadian Currency Risk

W also have exposure to foreign. curtency
exchange risk to the extent we conduct business
in Canada. For the year ended December 31,
2012, 19% of our revenues from operations,
excluding realized investment gains, were
generated by our Canadian operations, A strang
Canadian dollar relative to-the US. dollar results
inhigher levels of reported revenues, expenses,
netincome assets, liabilities and accumiulated
othercomprebensive income {loss)in our US.
dollar financial statements, and a weaker
Canadian dollar has the opposite effect.
Historically, we have not hedged this exposure,
although we may elect to do so in future periods.

Ore means of assessing exposure 1o changes in
Canadian currency exchange rates is to model the
effects on reported income Using a sensitivity
analysis: We analyzed our Canadian currency
exposurefor the yearended December 31,2012

ap Ereedom Lives Here™

Net exposure was measured assuming a 10%
decrease in Canadian currency exchange rates
compared to the U.S. dollar. We estimated that
such adecrease would decrease ourincome
before income taxes for the year ended
December 31, 2012 by approximately $6.1 million.

Credit Risk

We extensively use reinsurance in the

United States to diversify our insurance and
underwriting risk and to manage our loss exposure
to mortality risk, Reinsurance does not relieve us of
our direct Hability to our policyholders. Due to
factors such as.insolvency, adverse underwriting
results.or inadequate investment returns, our
reinsurers. may not be able to pay the amounts
they owe us on a timely basis or at all. Further,
reinsurers might refuse or fail to pay losses that we
cede to them or might delay payment. To limit our
exposure with any one reinsurer, we monitor the
concentration of credit risk we have with our
reinsurance counterparties; as well as their financial
condition. We manage this reinsurer credit risk
through analysis and monitoring of the ¢redit-
worthiness of each of our reinsurance partners to
minirize collection issuses, Also, for reinsurance
contracts with unauthorized reinsurers, we require
collateral such as letters of credit. Far information
or our reinsurance exposure and reinsurers, see
Nate 5 (Reinsurance) to our consolidated and
combined financial statements.

We also bear credit risk on our investment
portfolio related to the uncertainty associated
with the continued ability of an obligor to make
timely payments of principal and interest. In an
effort to meet business needs and mitigate credit
ang other portfolio risks, we established
investment guidelines that provide restrictions on
our portfolio’s composition, including limits.on
asset type, sector limits, credit quality limits,
portfolio duration, limits on the amount of
investments in approved countries and
permissiblesectrity types: See "Management's
Discussion and Analysis of Financial Condition
and Results of Operations — Financial Condition”
included elsewhere in this report for details on
our investrent portfolio, including investment
strategy, asset mix, and credit ratings.



Item 8. Financial Statements
and Supplementary Data.

Report of Independent Registered Public Accounting Firm
The stockholders and board of directors of Primerica, Inc.

We have audited the accompanying consolidated balance sheets of Primerica, Inc. and subsidiaries
(the Company) as of December 31, 2012 and 2011, and the related consolidated and combined
statements of income, comprehensive income, stockholders’ equity, and cash flows for each of the
years in the three-year period ended December 31, 2012. These consolidated and combined financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated and combined financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated and combined financial statements referred to above present fairly, in
all material respects, the financial position of Primerica, Inc. and subsidiaries as of December 31, 2012
and 2011, and the results of their operations and their cash flows for each of the years in the three-year
period ended December 31, 2012, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 1 to the consolidated and combined financial statements, in April 2010 the
Company completed its initial public offering and a series of related transactions. Also as discussed in
Note 1 to the consolidated and combined financial statements, the Company retrospectively adopted
the provisions of ASU 2010-26, Accounting for Costs Associated with Acquiring or Renewing Insurance
Contracts, as of January 1, 2012.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), Primerica, Inc.'s internal control over financial reporting as of December 31, 2012,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated February 27,
2013 expressed an unqualified opinion on the effectiveness of the Company’s internal control over
financial reporting.

/s/ KPMG LLP

Atlanta, Georgia
February 27, 2013
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Primerica, Inc. and Subsidiaries
Consolidated Balance Sheets

Decamibier 33,

2012

2011

Agsets
wvestinents: ) i ) : )
Fivedmatutity sécurities available for sale, at fair value (amortized cost: 51,711,582 in 2012 and $1,811,359 in 2011)

= {in thousanys)

§ 1887014

§1,859,156

Eguitysecurities avallable for sale, at-faif value feost $29/955 In 2032 and $21,329.4n 2011) 31,147 226,712
Trading securities, at fair value (cost $7,740 in- 2002 and $9,793 in 2011 7762 9,640
Polity loars 24613 25,996
Toatalinvestments L956,536 . 2,021.504
Cashand cash eguivalents 112,216 136,078
Accrgad vestiment Income 19540 21,579
4,005,194 3,855,318
srred-policy dcguisition costs, net 1,066,422 04,485
Pgiiiirms g C170655 163,845
Intarigible:assats 69,816 71,928
Deferrod incorme ta 17,256 e
Other agsets 302,126 268,485
Separate account assets 2,618,115 - 2408598
Toral assets $10,337,877 - $9,851.820
Liabilities and Stocidholders’ Equity
Liabilities:
Future poficy henafits § 4850488 $4,614.860
Unearned pramiums 6,056 708
Policy claims and other benafits payable 254,533 241,754
Cther policyliokders’ funds 345,721 340,766
MNates payable 374,433 300,000
Currant incomes tax payable 28,407 33177
: ineome taxes 86,204 48,139
Othier liabilities 358,577 281,496
Payable under securities lending 139,927 149,358
2,618,115 - 2,408,598
Total fabilities 9,062,461 8525170
Stockholders’ eguity:
Common stock (501 par value; authorized 500,000in 2012 and 2011; and issued 56,374 shares in. 2012 and 64,883
shered i 2001 564 49
Paid-in capital 602,269 835,232
Retained earmin 503173 344104
65,487 51248
Netunrealized investiment gaing (losses):
Ketunreatized investmant Gains not other-then-temporarily impaired 114,958

et unrealized invastmant Josses other-than-temporatily irmpaired

(L,035)

Total stockioiders’ squity

12754186

Total iabilitieg and stockholders” aquity

$10,337,877

See accompanying notes to consolidated and combined financial statements.




Primerica, Inc. and Subsidiaries

Consolidated and Combined Statements of Income

Year ended December 31,

2012 2011 2010
{In thousands, except per-share amounts)
Revenues:
Direct premiums $ 2,267,975 § 2229467 $2,181,074
Ceded premiums (1,663,753) (1,703,075 (1,450,367)
Net premiums 604,222 526,392 730,707
Commissions and fees 427,775 412,979 382,940
Net investment income 100,804 108,601 165,111
Realized investment gains (losses)